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Manchester Guardian staff report on in- 
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British Exports and the Rate of Sterling— 
Forecast by Professor Colin Clark. 
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FE. P. Harries, late Secretary of the Org- 
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Congress. 


The German Worker ... by Terence 
Prittie, Manchester Guardian Corres- 
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... and the Japanese, by Hesscll Tiltman, 
Manchester Guardian Correspondent in 
Japan, 

Problems of the Cotton Trade—by W. G. 
Pilkington. 

The Stock Exchange and the Public—by 
John B. Braithwaite, Chairman of the 
London Stock Exchange. , 
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| CRAVEN smokes cool—slow and 
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go pages of photographs of the floods in Holland, telling a story 


applicable to Britain. 
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| All proceeds will be divided equally _ 
between the Lord Mayor’s National 
Flood and Tempest Distress Relief 
| Fund and the Dutch Flood Relief 
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} ONE SHILLING 


NU soso, in British politics is so mysterious to the layman, 


Tory Reform for Defence . + + + S47 nothing is so confused by cross-currents of controversy 

What Price Convery 3, ¢: +. a9 within the parties, as defence policy. When the Conservatives 
Next Round with Mr Vyshinsky . . §51 ; ; : 

By the Press, Foe the iinean sac 552 took office, sixteen months ago, their supporters and their opponents 

would have been equally surprised to be told that Mr Churchill was 

NOTES OF THE WEEK the man to reduce drastically the plans for rearmament that Mr Attlee 

Rvs from Rome ; Canal Defence and Regional had launched against Mr Bevan’s opposition. Indeed, there is little 


Defence ; British Law and the Nazis; Bevanites © exaggeration in saying that the event runs so against expectations that 
aoe See ae ee oun eee public opinion has hardly yet taken it in. 
O'clock International ; A Niche for Jugoslavia ; The new statement on defence policy, published as a White Paper 
Lower Taxes in Canada; Twilight of the  Jast week, has the merit of making what has happened plainer and 
Temporaries; Gammon in the House; Bonn , : ; : , 
ind Israel ; Place in the Arab Sun; Bonne Nuit  ©4Sie€r to assess. It rotinds off in an entirely logical way the process of 
«9 Ce Sour; Amnesty ; Land of the Five Rivers; the past sixteen months. The rearmament programme that the present 
MF. 554 Government inherited has gradually been abandoned. The White 
Paper rightly maintains that the objectives have in no way changed ; 
British defence policy is still designed to enable Britain to play its 
part in deterring a general Communist aggression and in putting up 
an adequate defence against local, probing attacks like those in Korea, 
\MERIS Se Indo-China and Malaya. But if the objectives are constant, the 
See oe oe + + + + + §69 methods by which they are now being pursued are radically different 
aca eae * + * + + 53° — from those that the Labour Government adopted—with Conservative 
ets in the | Defence Department; —_ support, but with growing opposition from its own Bevanite wing— 


LETTERS TO THE EDITOR ... 563 
BOOKS AND PUBLICATIONS . . 565 


America’s Choking Voice; House on Fire ; 4 : ; 
Te Tug-of-War ; Shorter Notes. just over two years ago. It then laid down the programme of rapid 
rearmament that was calculated to cost £4,700 million in three years 
THE WORLD OVERSEAS from April, 1951. The defence policy that has now been substituted 
Men Against Malan—I. . . . . 576 for this is different in three ways: it is smaller in size, it is slower 
Austria Kew Its Coalition ; A Punjab Powder in timing, and it is more concentrated in content. 
Arupp and the N Ruhr—I ; . -" . ick 
* Secrets” a Yous was Pceidiees ; Salas The Prime Minister has never made the reasons for this transition 
Deive in Eastern Europe. clear, and explicitly the White Paper adds little. But if it is read 


in conjunction with the earlier statements and speeches, three stages 
THE BUSINESS WORLD in the transition can be deduced. First, for reasons entirely beyond 
the control of the present Government, the expansion of defence 


New Policies in Coal. . « « « §85 
Size of the Budget . 2). 2). «58g ~—-«s production got off to a slower start in 1951 than was planned. Secondly, 
there was a reassessment of the strategic needs that rearmament ought 
BUSINESS NOTES to meet. The experts concluded that, in the panic following the 


= * \oncessions for Overseas Profits ; Codes first six months of the Korean war, the importance of building up 
ai Clee oom - ee Consequences; ; British strength as quickly as possible had been over-emphasised. 
Two Shifts a Day ; Subsidising once : American atomic power—“ rapidly growing and already over- 
Redundancy im Timplate; The “Free”  Whelming,” as Mr Churchill described it- last March—was likely to 
,/“<t04, Rising Imports; Distant Cotton — remain for some time an effective deterrent to open Russian aggression, 


ices ; Cars, Steel d tomers ; Fewer : <ike 
Cramps at Sea ; Presegh $66 Aaa ee Speed was not, the Government concluded, quite so over-riding a 


Sulphur Controls; Shorter Notes ; ‘Company Consideration in defence as had been assumed. Some of the plans a vy 
oe sgt made under the £4,700 million programme were wasteful because the oe 
STATISTICAL SUMMARY. , . «605 equipment that could be put into large-scale production quickly would % x 
soon be obsolete. If production was expanded less in the early stages, WG 
Keistered a 4 sewepser. Batered as Css Mat --@-‘DEtter-equipped, more effective fighting force could be created later e e 


Second 
as Second Class Mail, Post’ Offiee Dene, Suhorised at, over a period, less cost. The distribution of the effort in time was 
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shifted. This was the “new pattern” in defence of 
which Mr Churchill talked last July. 

But the transition to a new defence policy did not 
stop there. The production planned for the latter part 
of 1952 and for 1953 has been reduced by more than 
the strategical assessment alone would have suggested. 
The Government went further in order to keep down 
the strain on the engineering industry and so enable 
it to increase exports. In time, and in government 
announcements, this third stage was closely linked with 
the second, but logically it was quite distinct.. Not 
until Mr Churchill’s statement shortly before Christmas 
was this argument for restraining defence production 
on purely economic grounds clearly put. In the White 
Paper it is given prime importance. The Government 
has now taken its stand on what is popularly (though 
inexactly) regarded as the Bevanite ground that the 
rapid rate of rearmament planned by its predecessor 
was beyond the capacity of the British economy. With 
that, the history of the £4,700 million defence 
programme comes to-an end. 


* 


Yet the economic argument that has played the main 
fart in bringing it to an end remains false. A country 
that in 1943 devoted 50 per cent of its resources to 
defence is plainly not in 1953 rearming to the limit 
of its capacity. It could do much more if a pressing 
necessity was felt. Indeed, the White Paper admits 
that last year the limiting factor in many branches of 
defence production was the supply of skilled labour. 
If the housing programme had. been less inflated, if 
employment in the industries making consumer goods 
had been reduced by a more vigorous disinflation, then 
the armament factories could have had more labour 
and engineering capacity could have been extended 
without reducing exports. The present limit to rearma- 
ment is not set by economic necessity, by the physical 
capacity of the economy ; it is set by political choice, by 
the decision about what economic policy is politically 
tolerable. 

The defence programme is now much smaller than 
this country aimed at, but it is still considerable. 
Expenditure in the new financial year will be as 
much as £1,646 million—which is bigger by 
£123 million, thanks chiefly to rising costs, than 
in the financial year now nearing its end. That 
will more than stand comparison, if the size of 
national income is taken into account, with the defence 
efforts of other countries. The fact remains that many 
things desirable, to say the least, from the military 
viewpoint have been given up. A bigger tactical air 
force would have been invaluable in resisting the local 
aggressions of cold war even though the aircraft 
produced now. would not have been the best 
conceivable. Transport aircraft, also of particular 
value in the conditions of cold war, remain 
relatively neglected. The Navy is to have many 
new small ships to deal with mines and submarines 
and the building of aircraft carriers—with some 
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modern aircraft—continues; but certain sto 


ammunition, oil fuel and naval stores—are to be 


28, 1953 
Cksof 
run down. The active Army has now been thoroughly 
equipped with modern Centurion tanks, ang - 
delivery of many types of modern weapons and veil 

. . . . S 
has begun or is approaching. But it will be a consider. 
able time before even the active Army has a complete 
range of new weapons, and it will be a long time before 
the reserve army can be mobilised with anything 
approaching modern equipment. Indeed, the White 
Paper remarks that “the rate of stockbuilding to mee 
mobilisation requirements and war reserves has also 
been reduced.” 

Such conditions provoke two questions. One js 
whether the revised defence programme is big enough ; 
the other is whether the resources that are being 
devoted to defence are being used to the best advantage, 
The economic pressure is to keep down defence pro- 
duction, which as things are competes directly with 
export production. At the same time, there is a strong 
political pressure to maintain the size of the armed 
forces, both active and reserve: to reduce the number 
of British divisions would spread consternation, and 
might soon provoke imitation, among almost all the 
countries of Western Europe. The result is that the 
cuts below the previous rearmament programme affect 
manpower hardly at all; they fall almost entirely on 
production, which this year will be no bigger than last. 
It will be less than two-thirds of the volume originally 
planned for 1953-54. The British armed forces are 
thus to remain large, by previous standards, but rela- 
tively under-equipped. This sacrifice of quality to 
quantity is certainly a departure from the British 
tradition in war; indeed, however inescapable as an 
immediate expedient, it is plainly the wrong policy, in 
the long term, for a small, highly industrialised 
country. It demands too much of the scarcest resource, 
manpower, and uses too little of the greatest resource, 
industrial skill. 

This line of thought might lead to the conclusion 
that it would be better to have rather smaller forces, 
but to equip them perfectly. Even so, however, it would 
still be right for the Government to resist the pressure 
for a reduction in the term of national service below 
two years. So long as a large proportion of conscripts 
must go abroad for part of their service, anything less 
would be hopelessly uneconomic. If it does become 
feasible to reduce the.Army in size, the first step should 
be to find some fair way of calling up a smaller pro- 
portion of the men eligible for national service. This, 
however, would be another expedient. It is still far 
from clear how the manpower needs of the services, 
and particularly of the Army, can be satisfactorily met 
in a time of full employment and cold war. The ided 
solution would be largely to dodge the problem: © 
rely less on manpower and more on equipment. This 
small island is unlikely to remain a major military powet 
unless it can establish some fighting service that wil 
do what the Navy did in the eighteenth and nineteenth 
centuries—provide mobile defence over a wide arca by 
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, relatively small output of national effort. This is the 
fundamental aim of a long-term defence policy; a search 
thar must go on even if the chances of success are small. 
The satisfactory feature of the new defence policy is 
thar, while most things in the rearmament effort are 
held still or contracted, research and development are 
being expanded. What is known of the recent fruits of 
this research is impressive. And since guided weapons 
-o be one of the most expensive items in this year’s 
oramme, it may be assumed that substantial progress 
being made in this field also. 
Research is the part of the defence programme that 
is directly a stimulus and a help, not in any way a 
hindrance, to British industry. Whatever the case for 
economies elsewhere, research and development ought 
in no circumstances to be sacrificed ; they are probably 
not getting enough money. For the more tightly current 
defence production is tailored to meet minimum needs, 
the more it is true to say that the “ backroom boys” 
represent Britain’s best hope of greater safety. 

This, however, is in the long run and it depends on 
being ahead: in theory, at least, the back rooms of 
Eastern Europe may at any moment destroy the security 
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that is now believed to rest on American atomic power. 


But is this, for several years ahead, anything more than 


an academic possibility ? Need it be taken into practical 


account ? Plainly, the Government believes that it need 


not. The justification of the new defence policy depends 


entirely on this estimate being correct. If there is any 
doubt about it, no arguments of economic need—which 
are really arguments of political convenience—should 
have been allowed to justify a shrinkage in the British 
defence effort in 1953. The wisdom of the new policy 
is, indeed, questionable even if the atom bomb can be 
relied on to prevent a general war for many years. 
Immediately, the slower pace of re-equipment keeps 
perilously small the margin of strength with which the 
local aggressions and turbulence of the cold war can 
be met without using the atom bomb. And the smaller 
is British strength for this purpose, the smaller is the 
diplomatic influence that this country cam exercise in 
the counsels of the western alliance. These are the 
debits that must be set, in an assessment of the new 
British Conservatism, against 300,000 houses and 
stronger sterling. Men of every party must hope that 
the debits do not turn out to be substantial. 


What Price Convertibility ? 


= Mr Butler are on their way to 
Washington with their advisers to discuss with the 
new American Administration the next stage in the 
British Government’s somewhat mysterious plan for 
making the pound sterling once more freely convertible 
into other currencies. It is unlikely to be a decisive 
stage. For one thing, the Americans have made it clear 
that they are not at present prepared to do more than 
listen to what their visitors have to say. And for another 
thing, promises have been given to the French and other 
European governments that nothing will be decided 
until there has been opportunity for consultation with 
them, either at the next meeting of the Council of the 
Organisation for European Economic Co-operation on 
March 23rd or elsewhere. The present delegation, 
therefore, in spite of its impressive calibre, is going on 
no more than a voyage of exploration. 

Indeed the chief outcome to be awaited is that the 
public, in Britain and elsewhere, may at last find out 
what the plan consists of ; if the whispering galleries of 
Washington keep a secret of this nature it will be an 
event without precedent. . It is now a full year since 
the convertibility plan first evolved. In the intervening 
period it has been almost continuously discussed, in 
cver-widening official circles. It has lost the character 
(if it ever possessed it) of a spectacular “ dash to free- 
dom ” for the pound sterling. It is known to include 
three lines of action: first, that some holders of sterling 
who are not at present free to convert it legally into other 
currencies shall be allowed to do so’; secondly, that the 
tate of exchange between sterling and thé dollar, though 


not “set free” in the sense of being liberated from all 
control, shall be divorced from its present parity of 
$2.80 ; and thirdly, that the United States Government, 
or international institutions possessed of large dollac 
resources, shall be invited to put up a guarantee fund to 
ensure the success of the operation. How far any of 
these three heads of policy have been defined closely 
enough to constitute a “plan” is not known. These 
are the three legs on which Mr Butler’s external financial 
policy is apparently to be based. But how long or short 
the legs may be, how firm or rickety, nobody who knows 
will yet say. 

That British financial policy should be directed 
towards the goal of liberating sterling from the present 
restrictions on its free exchange is a proposition from 
which very few people indeed would wish to dissent. 
All those who believe that free trading is wherever 
possible to be preferred to official control must work 
for full convertibility. The Labour Government 
repeatedly put its name to expressions of the same 
aspiration and to solemn pledges to ensue it. Except for 
the small minority of believers in control for its own 
sake, there cannot be any disagreement about the objec- 
tive of policy. Disagreements can arise only about the 
methods of freeing the pound, about the timing of the 
various steps and about the order in which they should 
be taken. But on this tactical plane, it is difficult not 
to feel severe doubts about the Government's proposals. 

The most important doubts can be collected under 
three heads. First, if convertibility is not to mean an 
intolerable strain on the reserves, sterling must be 
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strong in the market—indeed, it must be stronger than 
it would otherwise need to be. In present circumstances, 
this can only be brought about by making sterling 
artificially scarce. So the restrictions on all forms of 
imports into the sterling area, which were put on a year 
ago when sterling was weak, must be retained now that 
it is strong. In order that foreign holders of sterling 
may be allowed to convert their pounds into dollars, 
they must not be allowed to earn too many. Converti- 
bility may be a principle of liberation in the financial 
field ; but it requires restriction in the movement of 
goods and persons. 

The question is whether this particular game is worth 
the candle. In the long run, of course, no country can 
keep up its trade unless its money is respected, any more 
than it can have a strong currency without a flourishing 
commerce. But to make a weak currency convertible by 
artificially restricting the supply of it in the market is 
not a policy than can last very long. Already there are 
signs that other countries are rebelling against the main- 
tenance of British trade restrictions after the balance 
of payments has been redressed ; and if they start 
retaliating, the gain may disappear. If the effort to 
make the pound strong enough to be convertible 
precipitates a downward spiral of reciprocal cuts in 
trade and services, can it be a sound policy for a com- 
mercial nation ? 

It does not, of course, follow that the right course is 
to cancel all the import cuts and let sterling go hang. 
By one means or another, the British balance of pay- 
ments must be brought into equilibrium—indeed, it 
must once again have a credit surplus. But, as has been 
said so many times, there is all the difference in the 
world between the natural strength of a currency that 
comes from a buoyant and profitable exchange of trade 
and the artificial balance that comes from always 
chopping down the inconveniently long side of the 
account. The way to get a natural equilibrium, a 
natural strength of currency, is—as hardly anyone tries 
to dispute any longer—to put the domestic economy in 
a healthy state by squeezing the inflationary water out 
of it. A great deal has been done in this diréction since 
the general election, and if the Government would push 
resolutely ahead with this policy, they would find that 
sterling would almost automatically acquire ‘sufficient 
strength to be made convertible. But to proclaim a 
convertibility that can only be sustained by a severe 


constraint of trade seems to be putting the cart before 
the horse. 


* 


The second set of doubts concerns the effect of the 
plan on the other west European nations. It does not 
seem to have been realised at first how completely the 
convertibility of sterling—or at least the particular 
method of attaining convertibility that is proposed— 
would disrupt the painfully erected structures of Euro- 
pean financial and commercial unity. The European 
Payments Union could hardly continue to exist if 
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sterling were convertible ; for if European countries 
could get dollars for their sterling, why should the 
accept a credit on the books of BPU ? Moreover. jf the 
convertibility of sterling is to be buttressed by :he per- 
manence—or at least the long continuance—{ last 
year’s sharp restrictions on imports into the sterling area 
of European goods, then the “ liberalisation » pro- 
gramme—which has been the means of achievine a sub. 
stantial reciprocal freeing of European trade——wil] be 
shattered. Several European countries are already show- 
ing great impatience, and unless the British representa. 
tives can give assurances at the meeting on March 23rd. 
they are likely to be faced by a wave of restrictions op 
British goods. 

Opinions are divided on the merits of the European 
Payments Union and its partner, the trade liberalisation 
programme—they have the merits and the defects of 
halfway houses. But it is only too reasonable to suppose 
that any British plan that appears to undermine the 
only working examplés of European co-operation js 
likely to be most unwelcome in Washington. The new 
Administration is full of men—from the President 
down—who have helped to construct the shaky fabric 
of European unity ; and their foreign policy requires an 
extension of it. Mr Eden and Mr Butler would have 
met with a much more enthusiastic reception if they 
had appeared in Washington as the spokesmen of 
Europe, offering a collective scheme that tried to build 
upon the experience of EPU, instead of a purely British 
scheme of which the Europeans have made it clear that 
they are more than a little suspicious. 

All these doubts could nevertheless be waved away 
if it were clear that the British scheme was in fact likely 
to re-create in a single spasm a workable system of free 
currencies. But the third set of doubts is whether it is 
in fact likely to work. It is most unlikely that the “ con- 
vertibility” envisaged is in fact more than partial, and 
there is a distinct possibility that the Americans may 
fail to be impressed. by a British proposal to do part of 
what they promised long ago to do in full—and with 
a request for more dollars attached. If the negotiations 


-resulted in the British promising to do more than they 


originally thought they could, and accepting fewer 
dollars than they originally thought they necded, it 
would only be in line with familiar precedent. Then 
there would be the usual struggle to redeem an im- 
possible promise with inadequate means. The end of 
such a story might be to push real convertibility off 
further into the dim distance of time, not to bring t 
nearer. 

There is a sound tradition in this country that the 
external financial policies of the Government—ceven 
more than its diplomacy generally—should whenever 
possible be given the benefit of the doubt by critics at 
home. But the decisions have not yet been taken and 
may yet be modified. If the plan can be shown ‘o be 
other than it appears to be, then many of the doubts 
here expressed will melt away. But if not, ther 1s 
imperative that the whole matter be thrashed cut 
public before any irrevocable steps are taken. 
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Next Round with Mr Vyshinsky 


“IIE reopening of the United Nations Assembly on 
| fuesday was not calculated to arouse enthusiasm 
either among the delegates themselves or in the world 
outside. Two months have passed since members rose 
from the table and the cold left-overs, which have had 
pienty of time to congeal, present a thoroughly unplea- 
sing appearance. Mr Vyshinsky and Mr Gromyko may 
be returning to the feast with good appetites ; but those 
whose fate it is to sit down with them cannot be blamed 
if they bring jaded palates to meet their March fare. 

The situation is the more ironic in view of the origins 
of the present meeting. When the Assembly rose on 
December 22nd, after disposing of sixty-four items in 
ten weeks of debate, it agreed to expand the Christmas 
recess to two months in the hope that this would enable — 
a fresh start to be made by fresh minds on the remaining 
part of the agenda. It was argued that the American 
administration, elected early in November, would be 
in a position by late February to exercise the clear 
leadership that had slipped from the grasp of its pre- 
decessor. It was hoped, too, that the change of adminis- 
tration would dispel some of the clouds that were 

darkening relations between the United States and the 
United Nations secretariat. Finally, the Soviet bloc’s 
rejection of the Indian proposals for a Korean truce had 
shown that the Assembly could make no immediate 
progress in that direction, and delegates therefore felt 
that a long interval might produce some more fruitful 
ideas about the situation in the Far East. 

During that interval, something has indeed happened 
under each of these three headings. President Eisen- 
hower’s administration has begun to sketch the lines of 
its new policy, and its mere existence has stripped other 
governments of a convenient excuse for postponing 
decisions. The arrival of the Republicans has not as 
yet brought any relief to the harassed UN secretariat ; 
but Mr Trygve Lie has issued a statement of policy 
which could serve.as basis for a new concordat between 
the secretariat and its chief host country. In the Far 
East, while the Korean deadlock remains unbroken, both 
the President’s new attitude to the Chinese Nationalists 
and his indications of a long-term policy of “ disengage- 
ment” have significantly changed the general picture. 

_ In none of these things, however, is there much cheer 
for the delegations who have reassembled in New York. 

Che items on their remaining agenda fall, as at most 
United Nations meetings, into two broad categories: 
attempts by the free nations to reach agreement with 
the Soviet bloc on particular issues such as a Korean 
‘ruce, disarmament, and an objective inquiry into 
charges of germ warfare ; and attempts by the Soviet 
bloc to make propaganda, without any regard to the 
idea of reaching agreement, on such topics as the 
Atlantic Pact, the atom bomb, and the United States’ 


alleged efforts to introduce saboteurs and spies into 
Communist countries. There is no reason to suppose 
that the chances of reaching the agreement that the free 
nations seek are any better ; there is every reason to 
anticipate another month of Soviet invective and dis- 
ruptive tactics. 


The fact that Mr Vyshinsky, who so signally failed 
to split the free world before Christmas, has been 
sent back to try again may reflect no more than the 
lowly status to which a foreign minister is reduced in 
the Soviet system of conducting diplomacy. But there 
is obviously the possibility that Moscow means to 
explode another of the fire-crackers with which it has 
enlivened the opening weeks of past Assemblies. It 
cannot even be excluded that this particular cracker 
might turn out to contain a genuine message. Students 
of Soviet propaganda have been intrigued in recent 
weeks to note its abstention from personal attacks on 
President Eisenhower. Do the Russians see this as a 
necessary preliminary to some cautious approach to a 
new bargain ? There is evidence that they are genuinely 
worried not only about the danger of western-inspired 
unrest within their own empire, but also about the 
extent to which public opinion in the free world- has 
been hardened against them. To yield a point or two, 
in Korea or elsewhere, in return for an American under- 
taking to suspend all attempts at subversion (or to refrain 
from a formal pledge to liberate satellites) might seem 
to them a good bargain. 

The Russians may feel that a new United States 
administration that has committed itself publicly to 
getting quick results should be a receptive subject for 
such approaches. At the same time they are bound to 

y make the greatest possible capital out of the new 
administration’s first moves in the international field. 
If the resumed Assembly’s debates on the Far East can 
be transformed into an examination of the dangers of 
America’s policy in Formosa, Mr Vyshinsky can hope 
to draw a veil over the fact that confronted the 
Assembly most nakedly in December—the Com- 
munists’ brusque rejection of a plan for peace in Korea 
that had been put forward by India and backed by 54 
out of Uno’s 60 member nations. 

The resumed Assembly must, indeed, like all its 
predecessors, be to a great extent a contest for the 
support of the uncommitted nations. On some previous 
occasions many of these have given or withheld their 
votes less with respect to the immediate issue than on 
account of transient moods induced by quite other 
factors. In particular, the amount of voting support 
that Asian countries have been prepared to give to 
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United Nations action in Korea has often reflected the 
temporary state of Asian feeling on such matters as 
North Africa or colonial administration. In this regard, 
the new session presents one encouraging aspect— 
indeed, its only one. The Assembly’s fourth committee, 
which has made itself notorious for the irresponsibility 
of its diatribes on “ colonialism,” completed its agenda 
before Christmas and is not now in being. The debates 
on Tunisia and Morocco have likewise been concluded. 
Freed from these distracting and irritant burdens, 
the Assembly stands a better chance of maintaining the 
impressive solidarity against aggression which it 
achieved in its last debate on Korea. 


* 


On the other hand, the outlook is complicated by 
the uneasiness that the Administration’s new policies— 
or the rumours about them—have provoked both in 
Asia and in Europe. Last December, India and its 
smaller neighbours were smarting under the snub they 
had received from Peking and Moscow ; but now they 
are beginning to look nervously at the Formosa straits. 
Exactly how these elements will balance each other in 
the Assembly must depend largely on the form and 
nature of the proposals for action in the Far East that 
eventually come to be voted on. It is doubtful whether 
there is now any greater potential support than before 
for the American resolution endorsing the Panmunjom 
truce terms that was held aside in November to make 
way for India’s motion. It appears certain that a call 
for a United Nations blockade of Communist China 
would muster only a meagre amount of voting support. 
A more likely initiative than either of these is, perhaps, 
an appeal for the strictest execution of the Assembly’s 


By the Press, 


O the layman nothing could look easier than to set 

up the General Council of the Press proposed in 
1949 by a Royal Commission. Yet the interested parties, 
representing seven professional organisations, have 
obviously found it a difficult and tedious task. They 
have revealed to each other, if not to the public, how 
persistent are the conflicts of interest between them- 
selves, not only between competitors in the same 
industry but between groups in the same profession. 
They have discovered a number of serious obstacles to 
carrying out the advice offered to them, and, after three 
years, they approach the final stage of their work faint 
and scarcely pursuing. Yet what they have done is not 
without merit. The proposals for a Council pub- 
lished last week are modest but sensible, and they con- 
tain much that was recommended by the Royal 
Commission. They are certainly not harmful to the 
freedom of the press ; indeed, the question is whether 
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resolution of 1951, under which member ;;,; 
pledged not to provide the Chinese with 
supplies. 

There seems, however, little prospect that this 
session can achieve anything more substantia! to offset 
the undoubted opportunity for Communist mischief. 
making that it will provide. At the best, the Assembly 
is unlikely to be further forward at the end of March 
than it was in December ; at the worst, it may fajj 
victim to some new and ingenious splitting tactic. In 
these circumstances, it is hard to avoid the reflection 
that it is a pity the delegates should have to reassemble 
at all. It is true that there have been this year several 
abnormal factors, such as the American elections and 
the preparation of the new United Nations buildings, 
which made it difficult for the Assembly to complete 
its agenda by the year’s end. But this is no unique 
situation ; several earlier Assemblies have had to hold 
over parts of their business for similar supplementary 
sessions. At bottom, the fault lies in the absurd amount 
of licence which the Assembly’s rules permit io dele- 
gates whose aim is self-advertisement rather than 
constructive action. Interminable speeches in plenary 
session, the introduction of quite irrelevant topics, and 
the reintroduction of proposals that have already been 
repeatedly rejected by large majorities are still far too 
common, and bring the organisation itself into public 
discredit. It is to be hoped that many delegates who 
are now forced to return to New York for a further 
month of debate will be moved to treat as a more urgent 
matter the proposals for limiting the length of sessions 
which have already been made to them, only to be set 
aside. If the result is a new reform of the Assembly's 
procedures, some good at least will have emerged from 
its present unhappy meeting. 


CS are 
Strategic 


For the Press 


they are not too harmless to matter. Such a body might 
well be of value to the Press ; it is less clear what it 
could do to help members of the public and organisa- 
tions with legitimate grievances against a newspaper oF 
an individual journalist. 

These proposals have now been submitted to the 
seven bodies that are to be the “constituent organisa 
tions ” of the Council. If they are accepted, it is intended 
that the Council should be set up on July 1st. There 
is, therefore, little time left for amendment. 

It does not seem likely that either the newspaper 
proprietors or the organisations of journalists will reject 
the compromises that their representatives have taken 
so long to achieve. Nor does it seem likely, from the 
sparse comments made so far, that public opinion will 
have much to say that would be new and helpful. 


But what criticism there is will probably fasten 0 
three points. 
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rhe first-is that the Council, contrary to the Royal 
Commission’s advice, excludes laymen. It has been 
arcued that only laymen could represent the interest of 
‘he public, and that only a lay chairman could reconcile 
the conflicting interests of the organisations represented 
on the Council. For the first point there is little, but 
for the second much, to be said. There is no good 
reason why the Press should be obliged to include lay- 
men in its organ of self-government when no other 
professional body of similar standing is required to do 
so. Nor is it clear what laymen could contribute to 
solving the highly technical—and sometimes strictly 
professional—problems that would come before the 
Council. To become competent they would have to 
give all their time to the work. Is it suggested that the 
Council should pay them? And, if so, who would have 
the power to choose them for lucrative and responsible 
posts? In favour of a lay chairman, on the other hand, 
there is this to be said: that he could probably help 
considerably to achieve agreement between representa- 
tives of employers, editors and journalists’ trade unions 
on matters that might affect each group in different 
ways. And if the Council is to issue regular reports on 
its work, they would command more respect if they 
came from a chairman of standing. 


TI 


* 


The second point on which criticism may concentrate 
is the distribution of the 25 seats on the Council. 
Editors—national, provincial and Scottish—get eight 
seats ; nominees of the National Union of Journalists 
4) and of the Institute of Journalists (3) get seven 
between them ; and the managerial representatives get 
10. That is to say, members will be delegates rather 
than representatives, speaking and thinking more on 
behalf of groups than as guardians of the interest of the 
Press as a whole. Perhaps some such «rrangement was 
inevitable if there was to be a Council at all ; but it 
would be foolish to expect decisive action from a body 
so nicely balanced between the Lords, Commons and 
TUC of the newspaper realm. 

This arrangement was also, perhaps, made necessary 
by the predominant position given in the Council’s list 
of objects to. the professional rather than the public 
interest. This could be the third and main matter for 
criticism. Of these eight objects, six at least serve the 
interests of the industry rather than those of the public. 
Greater efficiency, better methods of recruitment and 
education, the study of tendencies to monopoly or 
greater concentration—all these will indirectly benefit 
the newspaper reader and, perhaps, the public interest. 
But it has to be remembered that the Royal Commission 
was most emphatic in its demand—and rightly so— 
that the Press should recognise as a body its obligations 
tO society in matters of morality, accuracy, fairness of 
comment and taste. These are all, presumably, to be 
taken care of under the heading of the second object: 
‘to maintain the character of the British Press in 
accordance with the highest professional and economic 
standards.” The emphasis here, it is fair to say, is 
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different from that of the Royal Commission, and the 
tone is more defensive than crusading. 

Indeed, the proposals show a marked emphasis on 
maintaining this and preserving that. One might 
imagine that the freedom of the Press had been in 
serious danger and that the Council was being con- 
stituted primarily to defend that freedom. The emphasis 
is not altogether surprising after some of the nonsense 
that has been talked about the threat presented to news- 
papers by the Royal Commission and the proposal for 
a Council. But it is surely clear that neither Parliament 
nor the public has any wish to curb that freedom, so 
long as it is not flagrantly abused for political or com- 
mercial purposes. (It sometimes comes very close to 
such abuse.) Moreover, it should be held clearly in 
mind that freedom to print is one thing—the essential 
thing—and freedom to be inaccurate, intrusive and 
prurient is another. The public has, in fact, remark- 
ably little power to influence the Press in its standards of 
behaviour and presentation; the individual with a 
legitimate grievance finds it hard to get redress unless he 
can afford, or wishes, to take legal action. The British 
Press enjoys a quite remarkable freedom and it has a 
duty to take measures through its own members to see 
that this freedom is not abused. In its present 
unorganised state it has neither the means nor the 
collective will to do so ; and when accused of such abuse 
it shows itself both sensitive and complacent. 


* 


Some doubts must remain whether the proposed 
Council can do the job expected of it. There is a real 
danger that it will be swamped by trivial grievances 
and eccentric busybodies, although its constitution 
provides that it will be required to consider only 
representations “from complainants actually affected.” 
Much will depend on its handling of the first cases of 
importance that come before it. If it shows a real sense 
of public responsibility and a power of effective rebuke, 
either private or public, then half the battle will have 
been won—by the press, for the press, over the press. 
Moreover, if it can achieve improvements for the news- 
paper industry and the journalistic profession it will 
command respect even from its opponents. 

There is, however, another condition of its success. 
It is that those who were so free, five years ago, with 
accusations of corruption, bias and monopoly, and who 
were so effectively exposed by the cross-examination 
of the Royal Commission, should not persist either in 
Parliament or outside, with charges which the-Council 
is precluded by its own constitution from investigating. 
The effort that the press is making to set its house in 
order is voluntary; it is being made with reluctance 
and with a legitimate fear that it will produce a kind 
of Fleet Street bureaucracy. If the Council is exposed 
in its early days to political pressure and extravagant 
demands it will dissolve itself.as it will be entitled to 
do; and the press will return to its present state of 
privileged anarchy. 
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Notes of the 





Roads from Rome 


HE meeting of the Foreign Ministers of the six EDC 
/ countries that has been taking place in Rome looked 
at first like a replay of a game in which everyone con- 
cerned had taken part many times before. There, in the 
Villa Aldobrandini, was M. Bidault presenting French 
demands which everyone knew to be unacceptable ; and 
there, too, was Dr Adenauer keenly aware that French 
havering might make him appear a dupe in the eyes of 
Germans. After long insisting that they would never 
tolerate independent German forces, the French now 
seemed to be trying to ruin the chances of integrating 
them in a European force. Whether because of a general 
gense of urgency and seriousness, or because of the excellent 
mediation of the Italian hosts, the meeting suddenly 
took a more positive turn. It has been decided that 
the French protocols to the EDC Treaty should be redrafted 
to meet the strong and legitimate objections of the 
Germans and others, and that the six governments 
should do everything in their power to obtain swift parlia- 
mentary ratification for the Treaty as it now stands. 
Relations between Chancellor Adenauer and M. Bidault 
have also improved at a moment when the whole structure 
of Franco-German understanding was gravely menaced by 
the Saar question and revived memories of Oradour. 

If hurdles have been cleared in Rome, those facing 
M. Bidault in Paris-:now look more formidable than ever. 
That the National Assembly will even consider the Treaty 
in its present form is doubtful, and M. Pleven, its originator, 
has received an icy welcome from one of the main com- 
mittees studying it. Moreover, General de Gaulle, in a 
speech that will rally many shades of French opinion, has 
once again denounced the defence community, has 
reasserted that the German people do not want to rearm, 
and has proposed a kind of European “ grand alliance ” 
to replace a community for which there is, as yet, no 
political and economic basis, and no sentiment of loyalty as 
strong as the national feeling of its members. It is difficult 
to see how M. Mayer can expect ratification in the near 
future, although it is some gain that the French 
public are for the first time really having the issues 
explained to them. 

A useful and concrete result of the Rome talks was 
unanimous approval, en principe, of a Dutch proposal for 
a Customs union, with emphasis on creating an agricultural 
pool including all members of EDC. _This idea comes 
appropriately from the Dutch, whose tariffs are traditionally 
the lowest in Western Europe. An agricultural pool, how- 
ever, raises many problems and if there is one calling more 
conservative and conscious of national frontiers than the 
soldier’s, it is surely the farmer’s, 
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Canal Defence and Regional Defence 


HE fixing of a date for Anglo-Egyptian defence talks 
now depends on a British answer that is being pre- 


pared. As the temporary release of Field-Mar 


hal Sir 
William Slim from his assignment in Australia shows, much 
importance is attached in London to the quality of the 
delegation to be sent. It must be technically highly quali- 


fied ; for the Egyptian delegates will be service men and it 
is best that like should speak with like. It must command 
the confidence of the British public and parliament, both of 
which are now alive to the danger of surrendering some- 
thing for nothing at any point of the Middle East Defence 
system. 

The talks cannot be plain sailing, because almost all 
Egyptians see only the limited problem of defending the 
Suez Canal itself. Everyone agrees that Egyptian forces can 
and must undertake this, subject to their giving some time, 
with technical help, to learning all the complications of the 
job. The difficulty is to judge how far General Neguib 
can persuade his supporters and the public to look beyond 
the Canal bank. Can he cause them to see the points that 
he, as a military man, undoubtedly understands? If the 
Egyptians’ use of the Canal Zone base is to be efficient, 
British technicians must remain over a considerable period. 
To refuse to discuss realities till the last Briton has gone will 
mean no negotiation at all, and that would contribute 
nothing to his build-up as the maker of modern Egypt. If, 
on the other hand, he will consider the ideas for a com- 
bined defence organisation that have been prepared, he could 
lighten the heavy load that greater responsibility for defence 
would place on the taxpayer. To join a regional arrange- 
ment would be cheaper for Egypt, and would leave more in 
hand for the development and welfare schemes that are also 
in Neguib’s portfolio. 


British Law and the Nazis 


HE hearing of appeals for writs of habeas corpus on 

behalf of Naumann and one of his arrested colleagues 
has involved the British High Commission in Germ.ny 
an illogical and unnecessary dispute with the law. | was 
evident from the first that the High Commissioner's 2! 
arresting the group of Nazis without charging them would 
not square with the law in Britain ; yet it was neither better 
nor wWe.se than many actions taken in accordance with 
occupation rights. In the circumstances the High Commis- 
sioner would have been. well advised quickly to charge of 
release the suspected men and to give them, in the meair 
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cme. the right to consult their British and German counsel. 
A. cis, British justice in the person of Sir Norman Edgley, 
QC, presiding judge in the court at Bielefeld, has been vin- 
dicated only at the expense of British justice in the person 
>: Sir lvone Kirkpatrick. This is an unsatisfactory position, 
whatever comes out of the moves that have now been 
made by both parties: Naumann’s counsel’s petition for a 
«rit of habeas corpus and the appeal of the High Com- 
mission's legal adviser against the ruling that the Germans 
should be allowed to consult counsel. 

The High Commissioner’s stand and the long delay in 
oresenting a charge suggest that the British are over- 
anxious to show evidence that will justify the dramatic 
announcement of a Nazi “ plot” that accompanied the 
arrests. If this is so, the significance of the affair is being 
misjudged. Politically the arrests have already been 
justified because they have led the Germans themselves to 
take action against extreme nationalists in political organ- 
isations. Their latest move has been just as startling as 
the British swoop on the Naumann group. The heads of 
the Deutsche Partei, the smallest of the parties in Dr 
Adenauer’s coalition, has summarily dissolved its branch in 
North Rhine-Westphalia, because some leaders had been 
manceuvring “for obscure motives” to form a “ national 
rally’ out of the Deutsche Partei, the Free Democrats and 
other more extreme groups. This was precisely the aim 
of Naumann and his associates. So far this lead has not 
been followed by Herr Middelhauve, head of the North 
Xhine-Westphalia branch of the Free Democratic Party, 
who still finds nothing wrong in the “ national rally” or 
in retaining Naumann’s counsel, Dr Achenbach, as political 
adviser. 

Content with the effects of their action, the British should 
now accept that they will probably come out of the affair 
with an apparent loss of face. Unless some really startling 
plot has been uncovered, it is to be hoped that the High 
Commissioner will not hesitate to release the arrested men, 
and issue a well-documented, expert account of their 
activities. The good work will then have been done. 


Bevanites on the Defensive 


| ' is now clear that a sustained counter-offensive is being 
mounted against the Bevanites by the right-wing leaders 
ot the Labour party. On Wednesday the party’s national 
executive committee carefully undermined the Bevanites’ 
plea of martyrdom—that they always get all the blame for 
personal disputes and the Right is allowed to be as rude 
as it likes ; the executive rebuked Sir William Lawther 
and the Daily Herald for their anti-Bevanite breaches of 
the party peace. But it then turned on the Bevanites 
and declared that the “brains trust” meetings organised 
by Tribune are “contrary to the spirit and intention of 
the recent decision of the Parliamentary Labour Party.” 
This was the decision that no organised groups. should 
exist within the party unless they are officially sponsored. 
he brains trusts have consisted almost exclusively of 


known Bevanite MPs, and this. pronouncement damages 
(though it does not n 


that the Bevanites have 


; yed to strengthen themselves 
in the constituency parties. 


ily destroy) the main weapon- 
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The Labour executive also decided to launch its own 
weekly paper, in an attempt to break the duopoly of 
Socialist weekly journalism enjoyed by the two left-wing 
papers. This is a considerable undertaking. Even with 
trade union backing, weekly papers cannot just be conjured 
out of the air ; they require journalistic as well as political 
talent. But the decision, which some MPs have long been 
advocating, is a further sign that the moderates mean 
business. 

The Bevanites are now unmistakably on the defensive. 
They have not, moreover, any obvious policy issue on 
which to rally their supporters. Rearmament is no longer 
a live issue. Even the most strenuous efforts of a few 
Bevanites and of some of Mr Shinwell’s supporters to find 
grounds for opposing the Government’s defence policy 
have so far proved unavailing. The memory of the open 
revolt of the Bevanites, in the vote on last year’s defence 
statement, is still fresh and painful ; both wings of the 
party are anxious to avoid another public demonstration 
of disagreement. Nor is there much to disagree with. -No 
one in the Labour party seems prepared to say that the 
Government should not have cut the pace of rearmament, 
and it is very hard for anyone except the Bevanites to 
argue that a programme smaller than the one they used 
to support is nevertheless too big. 

On other matters, policy disagreements no longer provide 
a clear-cut division between Bevanite and anti-Bevanite. 
The Right’s counter-offensive is aimed at the prestige and 
organisation of the Bevanites. In policy, many of the 
moderates are now prepared to move a long way to the 
left of their previous position, and so leave the Bevanites 
with little ground to stand on. This is certainly strengthen- 
ing the former Right-wing within the party, though whether 
it will help the Labour cause in the country is another 
question. 


Civil Spending 


w™= the publication of the vote on account and the 
service estimates, this year’s budgetary problem is 
beginning to take shape. The estimates are fully discussed 
in an article on page 589. Here it is enough to point out 
that, although on the face of it they involve some reduction 
in civil spending, no real savings are in fact indicated. 
The appearance of reduction arises mainly from the cash 
account of the Ministry of Food, which will reflect the 
liquidation of stocks of grains. The most that Treasury 
scrutiny has achieved ‘is to hold civil spending in real terms 
—that is, after allowing for higher prices—much where 
it was last year. Anything more depends on such policy 
changes as Mr Butler may decide on, and get his colleagues 
to accept, before Budget day. 

Roughly half of next year’s civil spending will fall into 
the category of the social services, the estimates for which— 
in so far as they can be identified in the vote on account— 
are shown in the following table. The food subsidies can- 
not be included because this expenditure is masked by the 
changes in the Ministry of Food’s stocks. 

Now that the food subsidies have been reduced the 
health service stands out as the most costly social service 
even if the large education expenditure that falls on the 





aed arene as 





556 


rates is taken into account. The original estimate for the 
health service in the current year allowed for the charges 
for dental treatment and drugs imposed by the Conserva- 
tive Goverriment but not for the Danckwerts award to 
general practitioners and the back payments thereby 
involved, which sent up the estimate to nearly £439 million. 
The estimate for 1953-54 has on its credit side a full year’s 








(g million) 
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5 _& Se 
| (original) (revised) 
Ministry of National Insurance.. | 139-9 166-6 183-0 
National Health Service........ 402-3 438-9 | 416°5 
Education (including grants to 
universities and for science and | 
OG ONURE 5a ds 5a Rae ve | 262-9 | 269-9 286 -8 
National Assistance Board...... | 304-9 | 124-6 127-8 
PN a. Ras ee ee sh bowen ve 61-5 | 64:3 70-0 
Child Care (including approved | 
OEROON) 0.5 keep beeen seuss 8-6 8-6 | 9-2 
980-1 (1,072-9 (| 1,093-3 





receipts from the charges, and on its debit side the higher 
payments to doctors and the recent rise in nurses’ salaries 
which will cost over £5 million in a full year. Of the 
other social services, education shows the increase that is 
bound to accompany the carrying out of the schools pro- 
gramme. The higher social payments introduced to relieve 
hardship from the cuts in the food subsidies are reflected in 
the increased cost of national insurance and assistance. 


Who Gives, Gives Twice 


HE danger from floods on the East Coast will not be 

finally past until after the high tides of March. But by 

that time the remaining gaps in the sea walls will have been 

patched up. On Thursday of last week the Home Secretary 

gave the House of Commons a masterly account both of 

the extent of the damage and of what was being done to 
repair it and to alleviate distress. 

The principal facts are that 307 people lost their lives, 
and 32,000 had to leave their homes. Over 150,000 acres 
were flooded, but livestock losses were smaller than might 
have been expected: altogether farm losses are estimated 
at at least £10 million. Some {£2 million worth of food- 
stocks, including 66,000 tons of margarine, were lost. 
About 500 houses were destroyed and another 200 to 300 
may not be worth repairing. Local authorities’ losses in 
this and other ways may amount to as much as {§ million. 

In addition to this cost, some {2,500,000 was spent on 
sandbags and about £100,000 on national assistance. The 
cost to the nation of that one weekend was probably in the 
region of £40 or £50 million, excluding the cost of 
permanent repair to the sea defences. This cost Sir David 
Maxwell Fyfe would not estimate before it has been decided 
to what extent the former defences must be improved rather 
than restored, but it may well be another {50 million or so. 
Sir David had announced some days before that the cost of 
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emergency repairs would be met by the Exchequer but 
Parliament was naturally concerned to know what Com D 
sation would be given to those who had suffered Joss. Under 
comprehensive policies the contents of houses are insured 
against flood, but the buildings themselves normally are 
not. For losses that are not covered by insurance—it jg 
too early to say how great these are—the victims can only 
look to the Lord Mayor’s Fund. At its present figure of 
£1,250,000 the fund is not nearly large enough to meet al] 
the demands that will be made upon it. In the circum. 
stances, it is right that the Government has decided to give 
£1 for every £1 that is contributed by the public. This jx 
a method of combining state action with private generosity 
that should stimulate, not inhibit, generosity, and 
confirms the impression that in all its measures to deal with 
the flood disasters the Government has acted wisely. 
promptly and humanely. ; 


Red Army Chief of Staff 


a 


F the Kremlin had wished to disgrace General 
Shtemenko, who is now replaced by Marshal Soko- 
lovsky as chief-of-staff of the Soviet Army, he would not 
have been advertised as one of the intended victims of 
the “ doctors’ plot.” His tenure has, it is true, been short; 
but a fairly rapid turnover of officers in the highest military 
posts is a normal way of ensuring that there is a reserve of 
experience in the complicated tasks of supreme command. 
The successor to Shtemenko, Vassili Danilovich Soko- 
lovsky, is only §6 years old and became prominent during 
the war. He served under Marshal Konev on the 
Ukrainian front, fought his way through Southern Poland 
and was one of the first to cross the Oder. After the war 
he was appointed Marshal and remained in Germany as 
Supreme Commander. Indeed, it might be counted a 


blemish on his record that he was in charge of the Soviet 
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vone when the Russians suffered their first big defeat of 
-he cold war in the attempt to blockade Berlin. This seems 
sor to have counted against him, for he subsequently 
became deputy minister of defence and last year was chosen 
. a full member of the reorganised Central Committee of 
the Soviet Communist Party. 
in one respect Sokolovysky’s promotion may be yet 
another sign of the come-back of wartime military leaders 
. the Soviet Union. For the average Russian his name 
more closely associated with the victories of the last 
than that of his predecessor. Immediately after the 
war Stalin, to curb any possible Bonapartist aspirations, 
‘hrust into the background such popular heroes as Zhukov, 
conqueror of Berlin, and Konev, conqueror of Vienna. 
Growing international tension seems to have favoured the 
warriors’ return, At the All-Union Congress last year 
three professional soldiers besides Sokolovsky were admitted 
to full membership: of the Central Committee and another 
dozen were chosen as candidates, The army is clearly 


in high favour, 


Five O’clock International 


“HE international use of the word Socialist is becoming 
| notably indiscriminate ; indeed, if there were such a 
person as an accredited cold war artist he might be invited 
to paint a most useful and interesting conversation piece 

iled “ Socialists at Tea—1953.” It would show Mr 
Herbert Morrison in the right foreground chatting cheerily 
to Scandinavians, with a German Socialist slightly to one 

M. Moch would be exchanging views on Com- 

inists with Mr Ben Gurion, while M. Spaak, seated in 
irmchair, addressed the gathering at large. Mr Aneurin 

1 would be near the door, having a last word with 
signor Saragat before leaving ; and an American would be 
ring sugar to a group of Asians on a sofa. There would 
little difficulty in placing the sitters unless it were 

-ided to include President Tito. He, arriving a little 

, might collide in the doorway with Mr Bevan. 


A Niche for Jugoslavia 


E4 a long time after their break with the Cominform 
the Jugoslavs behaved as if they asked for nothing 
better than splendid isolation. That this attitude would 
be gradually modified by economic stress and military 
danger was inevitable ; but it was not foreseen that they 
would so soon be seeking, with their customary energy, an 
ideological niche in the western world. 

The lines along which they have been thinking were 
sketched, rather tentatively, at the sixth Communist Party 
congress in November. This week, at the fourth congress 
of the People’s Front (now to be known as the Socialist 
Alliance of the Working People of Jugoslavia) Mr Kardelj 
was rather more explicit. The world labour movement, he 
said, could progress only by means of a “ broad and united 
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socialist front.” It must be broad enough to attract all 
currents of socialist thinking and united enough to produce 
a common programme sufficiently dynamic to shatter the 
“ pseudo-socialist slogans. of Cominformism.” Whereas 
last November President. ‘Tito said definitely that there was 
no question of his country’s joining the Socialist Inter- 
national, Mr Kardelj’s speech suggests an invitation to do 
so would be welcomed. 

That the Jugoslavs will make devastating ideological 
warfare against the Soviet Union is certain, but that is only 
one qualification for being called a Socialist. The question 
is whether Mr Kardelj’s favourable references to personal 
freedom and democratic methods foreshadow further con- 
cessions to social democratic principles. There is some 
sympathy for Mr Kardelj’s view that the “ bourgeois multi- 
party system” is suitable only for countries with deep- 
rooted democratic traditions and without extreme internal 
antagonisms. But Socialism without parliamentary 
democracy may not be far enough removed from Com- 
munism to get Jugoslavia its card of invitation. That is 
doubtless what the French Socialist, M. Brutelle, meant 
when he told the People’s Front that his party had not 
yet made up its mind about Jugoslavia. 


Lower Taxes in Canada 


HERE is every reason to think that the new Canadian 

Budget will be liked by the voters, whose verdict on 
the Liberal Government at Ottawa is to be delivered some 
time this year. Certainly the budget has whetted the 
appetite for tax reliefs as far away as London. But it is 
wrong to-think that Mr Abbott has set an example for 
Mr Butler. The eminently sound principles of finance that 
he has applied in Canadian conditions would by no means 
necessarily lead to tax reductions in British conditions. A 
further expansion in Canadian national income, bringing 
a large rise in the yield of existing taxes, could be con- 
fidently expected, while Mr Abbott had to provide for only 
a small increase in government expenditure. Above ail, it 
is reasonable to assume that in Canada a large proportion 
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of the extra net income people receive through tax 
remissions will be saved, not spent ; Mr Abbott therefore 
did not need to budget for a large surplus. In contem- 
porary Britain, the same assumption would be dangerous. 

The Canadian budget is to be approximately balanced— 
with an estimated revenue of $4,473 million and expendi- 
ture of $4,462 million—after widespread reductions in 
taxes. These will cost $237 million this year and 
$361 million in a full year. When all have taken effect, 
they will represent a lowering of last year’s general level of 
taxation by no less than 7} per cent. The reliefs are 
imaginatively chosen as well as widespread. Mr Abbott 
is in the happy position of giving something to everybody 
in an election year. The rate of personal income tax is 
reduced by about 11 per cent, and a valuable small con- 
cession gives parents a deduction of $400 a year from 
taxable income if they have a child over 21 still. attending 
a university. The reliefs in indirect taxation include 
4 cents off the price of 20 cigarettes and the repeal of the 
sales tax on books. 

But while these and other changes are popular measures, 
Mr Abbott has by no means confined himself to pleasing 
the voter. A variety of small changes—including abolition 
of the stamp tax on cheques and tax concessions to com- 
panies exploring for oil and minerals—will help to 
stimulate business expansion. The tax deduction on 
dividend income is doubled, and the rates of taxation on 
company profits, particularly on those of small companies, 
are reduced, at an estimated cost of $120 million to the 
revenue. All this is sound economics quite as much as 
good politics. The question that will be asked outside 
Canada is, of course, whether a government whose finances 
are so prosperous should not be spending more on defence 
and cutting taxes rather less. Canada’s contribution of aid 
to other Nato countries is to be the same this year as last 
($324 million). If that is not over-heroic it is also not, for 
an election year, ungenerous. 


Twilight of the Temporaries 


HE Government. has made good its promise to 
© conan in manpower in the ministries. A year ago, 
when announcing the “accumulation of economies ” 
designed to stop inflation Mr Butler included among the 
cuts that were “small but important” a reduction of 
10,000 in the number of civil servants ; this was to be done 
within six months, at an annual saving of £5 million, and 
to be followed by a further—unspecified—reduction in the 
next six months. In fact, the rate of reduction was main- 
tained. In the past year nearly 20,000 civil servants have 
been taken off the nation’s payroll—most of them, of course, 
“temporaries.” The civil staffs employed by the depart- 
ments were down to 668,536 on January I, 1953, compared 
with 688,435 a year earlier. The number is now the lowest 
since April, 1942, when it was 657,400. 

Apart from the service and supply departments, nearly 
every ministry has contributed to load-shedding. Numeri- 
cally the largest reduction—4,006—was made by the Post 
Office, representing, however, a fall of only 1.6 per cent. 
On the other hand, by laying off 1,421 civil servants the 
Ministry of Fuel and Power reduced its establishment by 
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no less than 42 per cent. In spite of the abandonmen of 
many controls, the reduction at the Board of Trade was 
only 721 (8.4 per cent). The Ministry of Food, which got 
rid of 3,474, effected a reduction of 13 per cen. The 
reduction in the social services departments averaged 6 per 
cent, but numbers employed in the Ministry of National 
Insurance continued to rise. 

What has happened to these “ ex-temporaries ” > Many 
of the 20,000 were young typists and clerks and found 
re-employment in private business fairly easily. A few of 
the senior men with technical qualifications also found new 
employment without trouble, while others retired. But 
many cast-off middle-aged administrators, earning {700 and 
upwards in state service, have found themselves in grave 
straits. Their experience has hardly proved saleable, while 
men of 40 or so have come up against the problems of 
compulsory superannuation which make private firms 
reluctant to employ them—quite apart from the fact that 
they may appear to block the promotion of younger men. 
These former civil servants add to the problem being 
investigated by the Special Committee on Employment of 
Older Workers. They are, in a real sense, the dupes of 
state expansionism. Precisely because contraction is the 
right policy, it is important to make their re-employment 
easier—rather than to minimise hardship by the time- 
honoured practice of “reabsorbing ” redundant staff by 
finding new jobs within their departments. 


Gammon in the House 


INCE January 19th it has been legally possible to buy 
S uncooked gammon off the ration, the price being in 
the neighbourhood of 5s. 6d. a pound. Before that date it 
was only legal to buy it ready cooked at 8s. a pound. This 
small instalment of freedom for retailers and housewives 
was assailed in the House of Commons last week on the 
ground that it represented a deliberate policy of stinting the 
poor (buyers of rationed and subsidised bacon) in favour of 
the rich (presumably those who prefer to cook their own 
bacon instead of patronising the delicatessen counter). Five- 
and-sixpenny gammon, in a word, is available only because 
the bacon ration is too dear for the masses to take it up, 
and therefore should not be available at all, eight-shilling 
ham being far more consonant with social justice. 

Dr Hill had little difficulty in showing that the total 
consumption of bacon, gammon and ham together was 
higher than in 1951 and—a most pertinent point—that the 
consumption of bacon itself had increased. At bottom, 
however, the argument was not about facts but about prin- 
ciples. The Labour view is that a ration, however large; 
is an unconditional entitlement ; if some people do not buy 
the whole of it, this shows either that prices are improperly 
high or that incomes are improperly low, and it is the 
Government’s duty either to subsidise prices or to inflate 
incomes until this injustice has been remedied. 

This view of the ration is appropriate enough at the 
near-starvation levels of a siege economy. With the bacon 
ration at five ounces, some people do not want it all, as 
a matter of taste. A commonsense impression borne out 
by the analysis of the National Food Survey. What cven 
the Conservatives lack courage to say frankly, however, } 
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that once subsistence levels have been left well behind 
there is no reason why the purse, as well as taste, should 
not be allowed to limit the consumption of bacon or any 
other “ necessity.” The first two or three ounces may be 
cocessaries indeed ; there is no reason why the fifth, sixth 
1; subsequent ounces should be any more sacrosanct than 
4, other non-necessity that may be bought instead. In 
cuch circumstances, the proper attitude to under-buying 
the ration is not to deny its existence but to hail it as 
‘he inevitable and welcome forerunner of derationing. 


Bonn and Israel 


= 


est GERMAN diplomacy is having trouble in keeping 
Wis play both its policy towards Israel and its policy 
towards the Arabs. Pulling it one way is Dr Adenauer’s 
determination that, for moral reasons, the settlement with 
Israel shall be carried out. Pulling the other is the convic- 
tion of leading German industrialists that Neguib’s Egypt 
offers Germans what they have been seeking for three 
generations: the opportunity to enter an under-developed 
area needing help, well disposed towards Germany, and 
offering boundless scope for German. technical skill and 
trade. As some Germans see it, the way to a place in the sun 
is clear provided the capital can be raised and the Arabs are 
not estranged for the sake of the Jews. Bonn is, therefore, 
the scene of rival efforts: one tries to speed the Israel 
Reparations Bill through parliament ; the other tries to 
check its passage until General Neguib is safe on the hook. 
Last week the first group won a success when the Israel 
Bill was passed by the Upper House, but its passage was 
modified by a proviso. Under the joint influence of the rival 
group and of German shipping interests, the condition was 
imposed that negotiations with Israel should be reopened 
with a view to cancelling a clause of the Bill whereby the 
goods supplied under the agreement shall not be carried 
in German ships. No doubt this minor point can be 
settled ; but meantime the group that seeks to do business 
with the Arabs has played for and gained useful time. 


Place in the Arab Sun 


HE German effort to keep the Arab world in balance 
has been in the hands of Dr Westrick, an industrialist 
temporarily in government service as State Secretary in 
the Ministry of Foreign Affairs, who led the recent good- 
will economic mission to Cairo. The mission failed tempo- 
rarily on account of the extravagance of Egypt’s demands, 
but Dr Westrick is eager to keep the door ajar. So is 
General Neguib, since to do so strengthens his bargaining 
position with thir parties. Indeed, the story of the poker 
game he played with Dr Westrick offers an interesting 
glimpse of both the German and the Egyptian hands. 

The German mission went to Cairo armed with an offer 
to supply, on credit over five years, capital equipment to 
the value of DM 400 million (nearly $100 million), and to 
buy 30,000 tons of Egypt’s surplus cotton, in spite of the 
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objections of German textile manufacturers. It was sur- 


prised to find that.this generous offer was not enough, and 
that the Egyptians were demanding deliveries to the value 
of $715 million over 10 years for development projects in 
all the Arab states—a sum which, by coincidence, adds 
up to the very figure Germany is paying Israel. Of this 
total the Egyptians proposed to retain a third. To Bonn 
such sums are out of the question, but Dr Westrick is 
pressing for an interim offer whereby at least one major 
Egyptian project is adopted quickly. He wants to get 
for Germany a firm foothold in Egypt before any further 
business is done with Israel. He has already succeeded in 
despatching a survey mission of German experts for his 
purpose, and believes that a deal can be done either by 
signing up for projects one by one, or else by attracting 
Swiss and if necessary American capital into the venture. 

His determination and enterprise are not necessarily 
dangerous to Britain. No one country can meet more than 
a fraction of Egypt’s credit needs. Every western contract 
made is an asset to the free world and a loss to the Soviet 
bloc. It is, perhaps, worth adding that much importance 
need not be attached to a small trade agreement lately 
concluded by Egypt with the East Germans, for the limit 
to which they could go was a £4 million exchange of goods 
on a clearing basis with payment in dollars, For General 
Neguib’s purposes as rebuilder of modern Egypt, dealings 
on this scale and basis are of little use. 


Bonne Nuit to Ce Soir 


ARIS, with the largest concentration of Communists in 
France, cannot maintain a Communist evening paper. 
That is the meaning of the decision that Ce Soir is to cease 
publication on March Ist. Its editor, the famous Communist 
poet and novelist Louis Aragon, says that he cannot com- 
pete against papers subsidised by Marshall plan funds and 
that liberty of expression in France is falling victim to 
American tyranny. In fact, the demise of the only important 
Communist, daily besides PHumanité follows a decline in 
circulation from §50,000 in 1946 to some 100,000 at 
present, and is only the latest of many symptoms of crisis 
in the movement. L’Humanité itself sells only 171,000 
copies and the collected works of that genius of letters and 
politics, M. Thorez, are not being bought either, despite 
furious directives from the party’s publishing house. No 
doubt counter-propaganda, partly financed by the 
Americans, such as that put out by the brilliant Paix et 
Liberté group, has had some effect. But the real causes of 
the deep malaise in French Communism lie deeper. 
Despite numerous announcements to the contrary, there 
is still no sure indication that M. Thorez will return from 
Moscow or resume active leadership of the party. Since 
the fiasco of the anti-Ridgway riots last summer, moreover, 


M. Duclos has not enjoyed much prestige with the rank and’ 


file. The expulsion from the party of M. Marty, with its 
“ fractional ” disputes and washing of dirty linen in public, 
has deeply disturbed many Communist ex-partisans and 
resistance fighters, especially in the south central regions. 
The attempt to get France excited about the arrest of Com- 
munist trade union leaders such as M. Le Léap, has failed 
and the Communists’ indignation—often legitimate— 
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about police methods in North Africa has fallen on deaf 
ears. The severest strain has been caused by the Prague 
trial and the present Soviet campaign against the Jews. The 
French have watched with disgust-and derision the efforts 
of their Communists either to palliate or ignore what is 
being done by comrades further east. 

Nevertheless, the strength of the French Communists 
is not to be underrated, nor do they cease in their efforts 
to regain lost ground. They have been able to stage huge 
rallies on behalf of the Rosenbergs and they are also 
exploiting the anti-German feelings unleashed by the 
Oradour trial (even to the point of having deliberately 
alienated the Alsatian Communists). They continue also 
to pose as defenders of such perennial French causes as 
more hot meals for students and more free rail fares for 
one-legged veterans. The future of French Communism 
lies in becoming a party of national malcontents rather 
than in manning a western outpost of Moscow ; but that 
is a way out of his difficulties that M. Duclos is far 
too frightened to envisage. 


Amnesty 


EW people will query the rightness of the Government’s 
decision to grant an amnesty to wartime deserters from 
the armed forces. The only reason for not doing so sooner 
was the fear lest it should encourage national servicemen 
to desert in peacetime or at least cause resentment among 
them. By making the amnesty part of the Coronation 
celebrations, and restricting it to those who deserted during 
the war, the Government has got round this difficulty. 
All it is doing is to call off a man-hunt that was ceasing to 
produce any results. 

Most of the men affected by this act of clemency are the 
10,400 wartime deserters from the army who are still at 
large, but, according to the Secretary of State for War, the 
vast majority of these men are out of this country, mostly in 
Ireland, and presumably living normal civilian lives. For 
the navy and the air force the figures are 863-and 1,787 
respectively. But it is interesting to note that the number 
of men who have deserted from the air force since the 
war greatly exceeds the number (5,870) of wartime 
deserters. Of the 10,000 postwar deserters, over half are 
still absent. It does not look as if the refusal hitherto to 
grant an amnesty to wartime deserters had proved much 
of a deterrent in peacetime. 


Land of the Five Rivers 


HE Indian government has discounted as a “ propa- 
ganda campaign ” the present outcry in Pakistan over 

the disputed waters of the Punjab rivers. It is true that 
some wild things have been said in Karachi, where Indian 
actions are seen as a deliberate attempt to disrupt the whole 
economy of Pakistan. But, as an article on page $78 
shows, there are very real grounds for anxiety in the present 
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situation. Pakistan’s most immediate grievance is that jn 
recent months so little irrigation water has been released 
across the frontier for use by farmers in the areas alop 
the Sutlej river that both wheat and cotton have rollin 
gravely. In Karachi, this is seen as a clear breach of under. 
standings that, pending a final settlement, these water sup. 
plies were to be divided between India and Pakistan on the 
basis of their pre-partition needs. In Delhi, on the other 
hand, it is pointed out, first, that this has been an unusually 
dry season ; and secondly, that it was agreed in 1948 that 
India’s deliveries of this water would be progressively 
diminished on the understanding that Pakistan was to 
develop alternative sources. 

It is an ironic fact that if a comprehensive system of 
irrigation, making use of all of the waters of the Indus 
basin, could be brought into being, there would be a great 
deal more water for both countries than at present ; as it is. 
the very vigour with which both are pressing forward their 
new construction programmes has contributed to the ten- 
sion. India points to the new canals and headworks jp 
Pakistan and asks why Pakistan, with these resources jp 
hand, should lay the blame for its shortages at India’s 
door. The Pakistanis, for their part, fear that the Bhakra- 
nangal dam and other Indian projects on the upper Sutlej, 
Ravi and Chenab will eventually turn aside all these waters 
into Indian territory, with disastrous consequences for West 
Punjab. A long-term plan that would benefit both neigh- 
bours can hardly be worked out in this atmosphere of fear 
and mistrust, and there is a real danger that local violence 
among the martial border farmers might create an even 
graver situation. 

The active interest taken by the International Bank in 
promoting a technical solution may yet offer a way out. 
Why should not both parties allow the Bank’s engineers 
free access to their gauges and records, and so check the 
present prevalence of reports of foul play ? 


Middle Class Forethought 


It is estimated that the sum insured in the Life Assur- 
ance Institutions of Great Britain is mot less than 
£150,000,000—a wonderful provision for the well-being 
of numerous individuals for many years after those who 
have made it are mouldering into dust. Such a subject is 
at all times of great importance to the thrifty middle 
classes, who rely on the assurances they effect on their 
lives for the sustenance and comfort of the persons dear 
to them, who are often unable to struggle with the world, 
and must perish if not thus provided for. But now 1 is 
of more than usual importance, because providence, so 
long recommended, has grown into a strong and almost 
general passion. Almost every person in the receipt of an 
income which depends on his life and his exertions, now 
makes a provision for his family by assuring his life ; and 
the general disposition to do this is enforced, encouraged, 

' and recommended by almost innumerable assurance com- 
panies, which compete with one another for business, and 
promise the assurers great advantages from assuring wth 
them. Our own journal every week contains severa! 
advertisements setting forth such advantages, the com- 
panies promoting, by every means in their power, tc 
extension of that virtue of forethought, which is one gre! 
distinction of civilised man as contrasted with the savage 
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Mr F. W. Hirst 


~2ancts Hirst, who died on Sunday, was the first man 
f 1o be appointed to the editorial chair of this 
urnal in the present century. He succeeded in 1907 to 
‘ye long period of Edward Johnstone’s editorship, during 
which the paper, though it maintained the high repute in 
‘he City that it had acquired under Walter Bagehot, tended 
increasingly to confine itself to the role of a specialist organ. 
Hirst came in with a new broom. This was only to be 
«pected; a Yorkshireman by birth, he was one of the 
brilliant band of men who were at Wadham College, 
Oxford, in the early nineties. First-class honours and the 
Presidency of the Union came to him almost automatically, 
and though his grounding in financial journalism was 
thorough, he was always a political economist. 
The new editor promptly proceeded to widen the paper’s 
i:w—or, more properly, to restore it to the original con- 
-otion of James Wilson and Walter Bagehot. Though 


make-up and typography remained sober, he brightened up 
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and other features were overhauled and new ones intro- 
duced. Above all, Hirst recruited for the paper a staff of 
young men whose subsequent careers show how well he 
could choose. 

Eyerything, in short, seemed set for a brilliant editorship. 
But even in those days Hirst was beginning to lose touch 
with the course of public affairs. The sources of his 
inspiration were John Morley and—above all—Richard 
Cobden (whose great-niece he married), and he never 
deviated an inch from their philosophy. The earliest steps 
towards the welfare state taken by Asquith and Lloyd 
George were unwelcome to him, and the outbreak of war 
in 1914 brought his world down about his ears. He had 
fully accepted Sir Norman Angell’s thesis that economic 
and financial considerations made war impossible in modern 
conditions. Proved wrong, he clung to his pacifism, and it 
was the difficulties arising from the rigidity of this doctrine 
that brought about his resignation from the editorship in 
1916. He never changed his beliefs, or recovered his place 
in the world. He was a Victorian Liberal born too 
late. 

All Hirst’s published work was of the highest standard: 
forceful in content, graceful in form. Those few of his 


the literary style of what Asquith had called its “ russet- 


Once again the paper 


coated articles.” 


line on public affairs, with opinions of its own forcefully 
expressed. On the technical side, its outstanding statistical 


Letters to the Editor 


Neguib’s Two Voices 


Sie—Surely it is not true, as suggested 
1 the article in your issue of February 
21st, that it was not in our power to 
continue our good work in the Sudan. 
{ct has been wrought by quite a small 
ody of well-chosen men. We accepted 
luntarily the independence of the 
Sudanese. Now some of us fear that 
icy are not going to get it. That is why 
we view the present agreement with 
misZiving. 
_ On December 10, 1952, I objected in 
Parliament to the prospect of shackling 
(te Governor-General by committees 
‘ucing the interim period. Now he is 
>) tied up that he may not be able to 
cooure fair play or to prevent the 
‘Nercisé of intrigue and pressure during 
ticse vital years. We have seen plenty 
ready. The working of the agreement 
‘cpends on whether the Egyptians intend 
‘to work. General Neguib’s first utter- 
‘nces have not inspired confidence, The 
Sudanese are unlikely to have an 
Jninfluenced choice. Those among us 
wno have watched the Sudan Civil 
>etvice for half a century would be loth 
_ see its magnificent work impaired.— 
Yours faithfully 


Denhawt. Buchs VANSITTART 


began to take a 






{Our statement was that the promise of 
immediate self-government and early self- 
determination made in November, 1951, 
could not now be withdrawn. To stall on 
the ground that the Sudanese are not com- 
petent to do the best for themselves would 
be universally regarded as tantamount to 
breaking the promise. Lord Vansittart may 
be right or wrong; but the matter was 
decided fifteen months ago.—Epiror.} 


Paradoxes in Peru 


Sir—In your issue of February 14th 
the situation in my _ country is 
erroneously described by someone who 
surely does not know Peru. General 
Manuel A. Odria, elected President of 
Peru by an enormous majority in elec- 
tions in which all Peruvians, without 
exception, took part, and in whose 
Government the most eminent civilians 
in Peru collaborate, has not merely 
worked out the solution to the economic 
problem which has placed the country 
in the favourable situation admired by 
all, but is also following a vast plan of 
irrigation, road construction, increased 
production and public education. He 
is concerned as well with the problem 
of integrating the Indian into the 
national life, having established in. the 
most distant regions of the country 
hundreds of rural schools for primary 


colleagues on The Economist who still survive remember 
an editor of great distinction and a man whose shy remote- 
ness did not hide the kindliness of his spirit. 


agricultural and industrial training, and 
benefiting the native population by the 
orderly distribution to them of land 
gained for production by means of 
irrigation. 

Whoever visits my country and does 
not subscribe to the Communist ideclogy 
will find a hard working people enjoy- 
ing full economic prosperity, with work- 
ing masses whose legitimate claims are 
listened and attended to; with labour 
unions freely organised and enjoying 
the fullest guarantees. But the Govern- 
ment of Peru does not allow, nor can 
allow, foreign elements belonging to 
international Communism and to APRA 
(the name under which Communism acts 
in Peru), whose mission is to disturb 
peace and order in American countries, 
to undermine my country’s institutions 
and, with unjustifiable strikes and stop- 
pages, to threaten its progress and 
development. 


You describe the Colombian Embassy, 
with its police cordon. This is a simple 
judiciary matter ; the police are obeying 
the Courts of Justice, which have de- 
creed the detention of Haya de la Torre 
for his trial as a common offender, and 
they must comply with this mandate 
when Haya de la Torre leaves the 
Embassy in which he took refuge to 
evade the law. The police action re- 
ferred to in no way disturbs the peace 
or prosperity of Peru. On the contrary, 
paradox might be encountered if the 
police were to omit to comply with 
judges’ orders in a country which is 
developing within the order and respect 
due to the law.—Yours faithfully, 

ALBERTO FREUNDT 
London Peruvian Ambassador 
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Climax in Central Africa 


Sir—May I ask for space to reply to 
your correspondent, Limpopo, in your 
issue of February 14th. Whatever the 
cogency of African opinion on the ques- 
tion of Central African Federation, it is 
significant that, from whatever quarter 
it is expressed, it derives from the same 
source, The African Congress leaders 
are the only section of the community 
to have given publicity to their views, 
which have been echoed by the chiefs. 
This opinion has expressed itself in 
favour of African self-government on 
the lines of the Gold Coast. 

The Europeans in Central Africa sup- 
port federation, not merely for their own 
self-interest, but because they see in it 
the only alternative to African domina- 
tion. The African interests are securely 
safeguarded, and their advancement and 
improved social services will inevitably 
follow the prosperity which is expected 
to follow a federation. If through a 
failure to federate, Southern Rhodesia, 
left in economic isolation, should turn 
for assistance to the south, those who 
oppose federation must face the conse- 
quences of their vote, which may result 
in the transference of two million 
Africans to the country that lies south 
of the Limpopo.—Yours faithfully, 

E. H. LANE POOoLe 
United Central Africa Assoctation, 
London, W.1 


* 


Sir—It seems to be almost an article of 
faith among opponents of Central 
African federation in Britain that there 
is a chain round the ankles of every 
African here and a whip in the hand of 
every white Rhodesian.: Your corre- 
spondent in your issue of February 14th 
is not alone in saying: 

It is not conceivable that a scheme so 
widely favoured by white settlers will 
not in the issue be “detrimental ” to the 
African. Why else should they be sup- 
porting it ? 

What sort of people do our critics 
think we are? Before we emigrated 
from Britain we were decent, honest 
people with a strong feeling of social 
justice. We want federation because 
it will bring to the whole community— 
black and white—the benefits which are 
generated by accelerated development 
and enhanced international status. If 
we really wanted to keep the African 
down, is it reasonable that we should 
seek a federation which will dilute the 
black-white ratio from the present figure 
of 17 to 1 in Southern Rhodesia to about 
30 to I in the federal state ? 

It is time that armchair critics in 
Britain stopped sniping at their own 
people in Southern Rhodesia who are 
doing a fine, practical job of bringing 
up the African in difficult conditions ; 
there is every reason to be proud, not 
ashamed, of what Britain has achieved 
here. If our critics persist in making a 
black versus white issue of federation 
(people here seldom consider it in racial 
terms at all), there is a danger that they 
might stir up a situation in which there 
would be much more point in incor- 
porating in the federal government a 


Settlers’ Protection Board than the pro- 
posed African Affairs one-—Yours faith- 
fully, ZAMBESI 
Southern Rhodesia 


Chiang Off the Leash 


Srr—Your article of February 7th 
represents an effort to present a more 
restrained view on the Formosa questjon 
than have many of the emotional out- 
bursts that have come out of England. 
But even in that article’ there 
is still an element of touchiness 
characteristic of British opinion on inter- 
national affairs during recent years. 

No one questions the desirability of 
presenting “a united front against the 
enemy.” The point is: does Great 
Britain have a clear view of who and 
what the enemy is? Judging by the 
volumes of published words coming out 
of London, the man from Mars 
would most probably be led to believe 
that, to the Englishman today, his mortal 
enemy is not Stalin and Co., but whoever 
dares to suggest that it may be necessary 
to fight Communism harder. It would 
appear that the British may be more 
interested in doing business with the 
enemy as usual than in fighting him. 
But would he concede that there may be 
some truth in such an impression? 
Apparently no. 

Even we Chinese have learned not to 
be too touchy. I am sure few of the 
people of Free China hold any real 
grudge against Britain just because she 
has recognised the Peiping regime. We 
fully appreciate the British commercial 
interests that motivated the action at the 
time ; and we had it coming, so to speak, 
in any case. But what is difficult to 
understand is the fact that, eyen after 
almost three years of the Korean war and 
after the Chinese Reds have persistently 
refused to recognise the British recogni- 
tion, the British government should still 
insist on the validity of that policy as if 
nothing has changed. 

It seems that, on the China question, 
British opinion more and more tends to 
rationalise a job badly done, instead of 
trying to see whether it could be done 
over again. After all, the decision to 
recognise Mao was made without too 
much thought of the “ united front” so 
strongly demanded now ; and there must 
be reasons why the majority of the 
Commonwealth, not to say the United 
States and France, have failed to follow 
the British lead. Whether the cause of 
Free China should be “ regarded as hope- 
less” is, of course, a matter of opinion 
and even of faith, just as the cause of 
Free France was, or even the cause of 
Britain after Dunkirk. The Free Chinese 
themselves are the last persons to indulge 
in any delusion that their task would 
be easy. But they do have a moral right 
to ask that the rest of the free world 
should have decency enough not to be too 
cynical about their part in the fight 
against “the enemy.” And _ even 
cynics should not close their eyes to the 
fact that Formosa is still very much alive, 
the obituary writers notwithstanding.— 
Yours faithfully, Cui Pinc 
Chinese Embassy, Teheran 
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Living With the Dollar 


Sir—The interchange betwee, 


Friedman, Day and Kahn aoe 
familiar bogy, wiz., the alleged daisies 
loss of real income arising from 2 
deterioration in the terms of trade 4 
countries whose currencies are devalued 
There should be no a prior: presump. 
tion that terms of trade wil] depiacen 
at all, if sufficient time is allowed ay 


up to one year) for the short-term stick, 
ness in prices and trade to be overcome 
In the particular case of European 
devaluations under curren: world 
economic conditions in order to close 
the “dollar gap,” some such q Prion 
presumption based upon an examination 
of the relevant conditions might be 
established, although the evidence does 
not seem to justify the common assertion 
of a large deterioration. 

(Moreover, if terms of trade for the 
second quarter of 1950 are compared 
with those of the second quarter of 1949 
the comparison gives no support for the 
theory that new European devaluations 
would lead to large deterioration of the 
terms of trade. Unfortunately, direct 
terms of trade data for the 1049 devaly- 
ing countries vis-a-vis the non-devaluing 
countries are not available, but the over- 
all terms of trade indices show a greater 
deterioration for the US (9.2 per cent), 
which was devalued against, than for the 
European countries that devalued (eg, 
8.4 per cent for the UK after a 30 per 
cent devaluation). Obviously, the over- 
whelming influence on both US and 
European terms of trade was not the 
devaluations but the rise in the price of 
crude foodstuffs and raw materials 
which affected the terms of trade of all 
industrial countries adversely. 
these items represent a muc! ge 
share of US as compared to European 
imports, the overall terms of trade data 
are consistent with the possibility of a 
moderate (say, O to IO per cent) terms 
of trade depreciation for the devaluing 
countries vis-d-vis the US (and other 
non-devaluing countries), although, for 
several reasons which are too involved 
to pursue here, it seems to be even more 
consistent with an assumption of no 
deterioration vis-d-vis the US. But 
suppose that the devaluation of various 
European currencies would under cur- 
rent conditions actually lead to a size- 
able terms of trade depreciation. I 
suggest that the resultant real income 
loss, in terms of the additional quantity 
of exports needed, would probably 
amount to less than 1 per cent of the 
devaluing countries’ gross national pro- 
duct and certainly to no more than 2 per 
cent, or less than the average expecta- 
tion of annual increases in European 
output in the near future. There 35, 
moreover, a strong probability that the 
devaluation would itself permit addi- 
tional output which would exceed the 
output absorbed by any associated terms 
of trade deterioration. But even under 
the most pessimistic assumptions, the 
likely effects of the changed terms ol 
trade are hardly consistent with the dire 
picture of national suffering frequently 
painted for us.—Yours faithfully. 
Paris JorL BExnstein 
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The Prewar Purse 


‘GES AND SALARIES IN THE 
TED KINGDOM, 1920-1938. 
ratha L. Chapman, assisted by Rose 


bridge University Press. 253 pages. 


\.1O tools give the economist more 
IN scope than the annual estimates of 

nal income and expenditure. Indeed, 
oon them depend the conclusions to be 

vn from past economic behaviour and 

likely prospects for the future. But 
the officia! British figures start only in 
1938; it has been left to private enter- 
prise to explore farther into the past. 
It is ground over which several investiga- 
tors have trodden at one time or another, 
but the changed conceptions and more 
rigid definitions of national accounting 
today have played havoc with any 
continuity. 

Now, however, the task of surveying 
national income and expenditure between 
the wars is being undertaken with an 
up-to-date eye at the National Institute 
of Economic and Social Research in 
London and at the Department of 
Applied Economics in Cambridge. The 
results of these joint labours are to be 
published in a series of volumes under 
the general editorship of Mr Richard 
Stone. Each volume will deal with a 
parucular aspect of the national accounts 
ind the first, covering the incomes 
derived from wages and salaries, has now 
appeared, 

Nobody can fail to be impressed by the 
imount of work which has gone into 
providing the material for this one 
volume alone. This has not just been a 

ise of patient sifting of dusty docu- 
ments. Rather, it has been like trying to 
piece together an intricate jigsaw puzzle 
t which more than a few of the hundreds 
small pieces are missing. Industry by 
industry and profession by profession, 
estimates have t zen built up of earnings in 
cach of the years 1920 to 1938. For some 
industries there is a good deal of informa- 
tion, for others very little. The censuses 
production and of occupation have 
provided the chief basis for the wage 
esumates while those for salaries have 
drawn largely on 2 previous study made 
oy Miss J. Marley and Mr H. Campion. 
But, throughout, there has, of necessity, 
deen a good deal of what the statisticians 
grandly label interpolation—in fact, a 
suitable blend of * assumption and 
ingenuity, 

But how, it may be asked, does it take 
250 pages of a large book (royal quarto 
size) to display these estimates? The 
detailed tables are numerous, but the 
answer rerlly lies in the clear explana- 
tion of exactly how these figures have 
been obtained. Their drawbacks and 


\ 


their frailties are exposed with frank- 
ness ; even a measure of the authors’ 
belief in their reliability is provided. 
This, indeed, is something that still 
needs to accompany the official statistics. 
It may be disconcerting to discover that 
the background to an estimate is far from 
respectable, but if one’s bricks are made 
without straw it is as well to know it. 

For the final build-up of these national 
income estimates it is, of course, the 
totals of wages and salaries that are 
wanted and these give reassuring 
evidence of reasonable accuracy. The 
more they are sub-divided, the more 
room there is for error, and yet it is the 
details that have emerged almost as a 
by-product of this particular study which 
will arouse most interest. Side by side 
with the totals of labour income for each 
industry are set out the numbers 
employed and the average earnings for a 
full year’s work. Here are figures which 
trace the decline between the wars in 
the relative level of earnings of coal- 
miners and building workers, the con- 
sistently poor remuneration in agricul- 
ture, the large proportion of low-paid 
women workers in the distributive trades, 
the relative prosperity of clergymen, 
doctors and teachers, the amounts paid 
out in directors’ fees. Warnings are loud 
against pressing these comparisons too 
far, but within broad limits there is a 
mint of information here. 

This first volume on the initial stage of 
research into the income side promises 
well for the series as a whole. The 
presentation of the material is excellent. 
In some details earlier estimates of 
national income will always defy strict 
comparison with the more recent ones. 
But there is no doubt that at the end 
of this valuable study it will be possible 
to make a much closer analysis of 
economic behaviour over the last thirty 
years than ever before. 


King William’s Navy 
THE NAVY IN THE WAR OF 
WILLIAM III. 

By John Ehrman. 


Cambridge University Press. 710 pages. 
63s. 


HIS is the sort of naval history that 

needs to be written because, as Mr 
Ehrman says, “if national history may 
be compared to a cake, the different 
layers of which are different aspects of 
national life, then naval history is not a 
layer but a slice of that cake.” If this 
monumental work is evidence that the 
older universities are beginning to appre- 
ciate that point of view, the book is 
doubly welcome. 
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The author is concerned with those 
aspects of naval affairs which writérs of 
the battle-and-the-breeze type neglect: 
“the state and direction” of the Navy. 
The first half of the book is, therefore, 
a detailed analysis of how ships were 
built, manned, victualled, financed and 
administered. Mr Ehrman’s statistical 
approach, supported by the ful} battery 
of modern historical apparatus, is admir- 
able. But in his anxiety to do justice to 
the political’ and administrative side of 
the subject, he neglects the fleet in action. 
The shaft of the spear is there, but not 
the blade. By the “direction” of the 
war, the account of which occupies the 
second half of the book, is meant, 
apparently, the strategic use of the fleet. 
A battle like that of Beachy Head thus 
occupies one paragraph in a chapter 
twenty-six pages long, and such a famous 
episode as the relief of Londonderry is 
relegated to a reference to a debate on 
the subject. Indeed, on tactics and 
seamanship this is not a reliable guide. 

None the less it is the most important 
work on naval history that has been pub- 
lished for a long time, not only because 
of the standard of scholarship displayed, 
but because the period under review is 
one of the greatest interest. Mr Ehrman 
extends the work of Oppenheim over 
another fifty years, and there can be no 
higher praise than that. He examines for 
the first time an emergent profession and 
a department of state which is just 
appearing in modern guise. At that time 
the dockyards were the largest industries 
in the country. The administration of 
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* An important book throw- 


ing into sharp relief the 
problems in Africa today. 


* Written by two Africans, 
one white, one black, and deal- 
ing with the black man’s rights 
in his own country. 


* ‘A remarkable book. It 
gets to the core of the African 
problem as few other books 
have done. Has an air of com- 
plete reality.” —GLasGow HERALD 


* ‘A remarkable book. 
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the fleet was the biggest task with which 
the government was faced. Its strategic 
“use was diverted from facing the Dutch 
to facing the French, with all the atten- 
dant consequences in the development 
of southern bases. 

In 1688 England was one of three rival 
sea powers, whereas in 1714 it was pre- 
eminent. How much of that achieve- 
ment was due to Dutch William, blind 
as he was to the use of naval power at 
the beginning of his reign, is now made 
evident. The fruits can be seen in the 
two monuments of his reign which still 
stand today—Devonport dockyard and 
the noble buildings at Greenwich. 


Irrepressible 


THE COCKNEY. 
By Julian Franklyn. 


André Deutsch. 332 pages. 18s. 


HE title of this review describes the 

average Cockney—man, woman and 
child—although, even less for Cockneys 
than for others, is there an average ; with 
rare exceptions, they are “rugged 
individualists.” 

Several other books have appeared 
upon this difficult and engaging subject. 
This, however, is the first to do justice 
to it. Well printed, with an attractive 
jacket by Edward Ardizzone, the book 
falls into three parts. It begins with a 
brief, yet dependable and adequate 
historical sketch. It continues with a 
long survey of what might be calied 
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the sociological aspect—character and 
customs, games and other recreations, 
predilections and antipathies—treated, 
not in sets of generalisations but in 4 
series of sharply etched descriptions and 
accounts ; this part does not, howevr, 
lack shrewd comments and broad, pene- 
trating observations. It concludes with 
an examination of Cockney speech in 
particular and language in general which, 
while paying attention to others who have 
dealt with the subject (notably Andrew 
Tuer, Mackenzie MacBride, George 
Bernard Shaw, William Matthews), is yet 
original and perceptive, illuminating and 
instructive, 

Mr Franklyn has the advantage of 
being himself a Cockney. He does not 
glance at his fellow-citizens from afar, 
nor yet from above ; he looks about him 
from their midst and on their own level. 
If he deals lightly with their faults and 
their defects, he does it deliberately, 
implying, not stating, that they are as 
other men. He does not soft-pedal his 
opinion that Cockneys are the salt of the 
earth ; he would hold that, here, this is 
no cliché. He goes a long way towards 
convincing the less fortunate that he is 
right, perhaps because he is so good- 
humoured and large-hearted, and with it 
all so shrewd. His partisanship does not 
in the least detract from the merits of 
this eminently readable book, which 
leaves us feeling refreshed by contact 
with the Cockney’s irrepressible and 
indefeasible character. The account of 
the Cockney in wartime is particularly 
vivid and heart-warming. 


Lincoln as Soldier 


LINCOLN AND HIS GENERALS. 

By T. Harry Williams. With an introduc- 
tion by D. W. Brogan. 

Hamish Hamilton. 297 pages. 21s. 


S basen book is not a history of the. 


American Civil- War; it is a con- 
tribution to the ever-growing volumes of 
Lincolniana—and a much more valuable 
one than many that have appeared 
recently. “My theme,” says Professor 
Williams, “is Lincoln as a director of 
war and his place in the high command 
and his influence in developing a modern 
command system.” It is an interesting 
theme both in the story it unfolds and 
in the light it sheds upon one of the 
central problems of war—and nowadays 
of peace—the relationship between the 
elected wielders of the civil authority and 
their military subordinates, a relationship 
which, in Washington at least, is still 
constantly coming to grief and having to 
be reshaped. 

Lincoln and the Union forces started 
the war with none of the modern 
apparatus of command. The army was 
under the command of General Winfield 
Scott, who had been born three years 
before the French Revolution and who 
was incapable of exercising his command. 
None of the younger officers had ever 
seen a force larger than a modern 
brigade; many of those who were 
capable of exercising senior command 
were deeply involved in politics; and 
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there was not even the most rod; 
ates staff. Lincoln, who. “a “. 
uently and sadly confessed, had no 
training in military matters. w.< forced 
to conduct not Only the Political aspect 
of the war but the military a; wel 
Until he felt able and certain enough to 
promote Ulysses S. Grant as general in 
chief in 1864, he had found no one who 
could bear more than tactica! 


responsi- 

bility in the field to relieve him a his 

constitutional duty as Comn \der-in. 
Chief. 

Professor Williams emphasises, not 

only the way in which Lincoln displayed 


his moral strength in never shirking the 
obligation laid upon him, but that he also 
had a far keener sense of strategy, and in 
some cases of tactics, than Macdowell, 
McClellan, Meade and the othe: officers 
who assumed command, despising the 
ignorant Illinois lawyer. Lincoln saw, as 
none of his officers did, the interaction 
between the western and the Virginian 
theatres of War 5 he Saw, as no general 
did until Grant, that the way to defeat 
the Confederacy was not to attempt to 
manceuvre into Richmond but to destroy 
Lee’s army in the field. Reading this 
book, which is admittedly concerned 
with only one side of the war, one is 
inclined to wonder if the great reputa- 
tion of Confederate generalship does not 
owe more than is usually admitted to the 
strategic ineptitude of the earlier Union 
generals whose shortcomings Lincoln 
could perceive but was powerless to cure. 

This is not an easy book for those who 
do not have a fair knowledge of the 
background and course of the Civil War. 
The complexity of the subject is not 
lessened by the absence of campaign 
maps and by an elusiveness about dates ; 
nor is understanding helped by the fact 
that the author has not felt it necessary to 
set the relationship of Lincoln and his 
generals against the general political and 
military background of the war. Never- 
theless, it is a fascinating book which 
should be read by every student of 
Lincoln and of strategy. 


Unity in Europe 


WHITHER EUROPE: UNION OR 
PARTNERSHIP ? 

By M. J. Bonn. 

Cohen and West. 207 pages. 1°: 


R BONN’S essay in post-second 

world war European history is the 
best study that has yet appeared. His 
thesis is that Atlantic Union, not Euro- 
pean Union, is the true guiding concept 
for European politicians, Dr Bont 
believes that the “ European Movement: 
is a secondary affair : 

a rational movement sponsored by iniel- 
lectual and reasonable men of affairs... 
it has nowhere originated in the burning 
passions and deepseated mass yearnings 
which finally led to unity in Germany 
and Italy and to partition in the Haps- 
burg Empire, Ireland and India. 

In the author’s view there is no valid 
comparison between the constitution 
building which followed the Amencén 
Declaration of Independence and the 
present work of the preconstituent com 
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mittee of 


the Strasbourg ad hoc 

Assembly. The North American states 
. animated by a common American 
sotism ; the European states are still 
. animated by mutual hostility than 
, common urge to defend themselves 
ainst Asiatic Communism. In so far as 
vey are becoming “ the United Nations 
iurope,” it is in virtue of a vast inter- 
nmental system of military alliances 
nomic arrangements initiated and 

rred by the American nation, The 

unit which American planners 

‘, “the United States of Europe,” 

. in Dr Bonn’s view, anything but 


Wel 


(he book provides an excellent survey 
/ the development of the Atlantic 
\Ilance which dated from that truly 
surgical cutting of losses, the American 
-handonment of the “One-World” 
ideology of the United Nations Charter. 
‘The Americans possess one supreme 
When they have erred, they do 

not waste time on self-excuse and vain 
attempts at face-saving ; they just go into 
reverse, knowing that their people can 
tand the shock.”) The discussion of the 
Two Germanies, and ways and means to 
yrporate the western one in European 
defence, contains illuminating flashbacks 
earlier German history. Here Dr 
Bonn seems absolutely at home. He is, 
perhaps, less authoritative on the role 
France, or more exactly, Frenchmen, 

th in the Atlantic system and in 
ince’s own creations, the European 
val and Steel and Defence Com- 

t The panic element in the 
ich «proposals was undoubtedly 
present. But Dr Bonn underestimates 
the concrete economic necessity of a 

ud-continental” defence commis- 
sariat, based on a frankly technocratic 
j plan for heavy industry. No 
mount of military and economic treaties 
would have rationalised the inadequate 
industries of Germany, France and Italy ; 
not, at least, if the past two years’ events 

iny guide. The prerequisite of 
military planning in poor Countries is 

-ordinated industrial investment, 
which only such an agency as the Luxem- 
burg High Authority can achieve. 

Nor is Dr Bonn sufficiently aware of 
the need to raise the morale of Europeans 
in their twenties by some concrete “ new- 

tyle” action. The organic links which 
used to bind men to nations are very 
largely destroyed in France, Italy and 
Germany. The problem is to restore 
confidence in political life, and now is 
the opportunity to break down the 
psychological barriers of the old political 
‘rontiers. This is the hope of the 
Schuman, Adenauer, de Gasperi con- 
‘raternity. But it is Monnet and his 
Eight who must find by experiment the 
new bottles for the new wine. 
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Shorter Notices 


READINGS IN PRICE THEORY. 


Edited by Kenneth Boulding and George J. 
Sugler, American Economic Association. 


George Allen and Unwin. 568 pages. 30s. 


In a_ sense, the American Economic 
Association’s latest volume of “ Readings ” 
is the most umportant of this whole seialieas 
series. Price theory is the very centre and 


marrow of economics. . The student who is 
sound on price can hardly, so long as he 
thinks things » 80 wrong elsewhere ; 
for the student is unsound or hazy, 
pitfalls gape on every side. The antholo- 
gist’s res ibility is the greater ; and so 
are his difficulties, for, as the editors of this 
volume point out, price theory is implicit 
in practically every piece of economic 
writing, whether theoretical or practical, 
whatever may be its primary subject. 

Professor Boulding and Professor Stigler 
were surely right in deciding to exclude 
articles on welfare theory, despite its very 
close connection with the theory of demand ; 
it will, one is glad to hear, get a volume of 
“readings” to itself. Another, unstated, 
deciSion can be inferred: the decision to 
give preference on the grounds not only of 
intrinsic merit but of demonstrated impor- 
tance in the development of theory. A third 
criterion, likely to earn the special grati- 
tude of readers lacking easy access to a 
specialised library, is that of relative 
inaccessibility. The twenty-five survivors 
of this rigorous process of selection make up 
a volume invaluable to any serious student 
of economic theory. ‘The bonne bouche is 
at the-end: a review article twenty pages 
long, giving the only comprehensible account 
extant of that epoch-making but appallingly 
difficult work, Morgenstein and Neumann’s 
“Theory of Games and Economic 
Behaviour.” ‘ 


BASIC METHODS OF MARKET- 
ING RESEARCH. 

J. H. Lorie, and H. V. Roberts. 
McGraw-Hill. 453 pages. 5ls. 


ECONOMICS OF BUSINESS ENTERPRISE. 
By Leonard A. Doyle. 
McGraw-Hill. 343 pages. 42s. 6d. 


The second of these two works by 
American university professors, while it 
covers a wider field than the first, is 
designed as a textbook. The first, on 
marketing research, is therefore of greater 
interest, since though specialised, it con- 
cerns fundamental methods in the type of 
statistical analysis in which the United 
States has been a pioneer. The authors 
carefully examine three main approaches 
to market information, the historical, the 
experimental and. special surveys, The 
use of surveys and the various techniques 
employed in gathering and interpreting 
this type of data, are, however, the 
most interesting section. Some of 
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the practices described in carrying out 
surveys may be more applicable to the 
American public than to another country ; 
for example, would an English housewife 
welcome a stranger into her kitchen to make 
a “pantry inventory” ? Other techniques 
are derived from the psychoanalyst, for 
instance, the “depth interview” in which 
a person’s attitude is inferred from his 
answers to a number of general questions 
rather than to a blunt query. 

A feature of this book is the inclusion of 
a 25-page “Manual for Interviewers,” 
published by the Department of Agriculture 
for its own field workers, which is a model 
of dignified and pleasant suggestions to 
elicit information from even the most taci- 
turn farmers. The section on administra- 
tion is also very competent, and should be 
of value to business firms that want some 
guidance independently of their advertis- 
ing agencies. 

Mr Doyle’s book, intended for use by 
students of business administration, analyses 
economic techniques that can be helpful 
in making decisions on prices and produc- 
tion. It is carefully neutral on many issues 
of modern enterprise, but the attention 
given to such problems as monopoly, 
multiple-product firms, price fixing and dis- 
crimination, suppression of invention, and 
full employment reflect the climate in which 
it was written. The author’s view is well 
put in his concluding words, “If profit is 
the yeast of capitalism, it is well to 
remember that the ultimate goal is bread 
and not just more yeast.” 


* 


BRITISH OVERSEAS TRADE FROM 
1700 TO THE 1930s. 

By Werner Schlote. Translated by W. H. 
Chaloner and W. O. Henderson. 

Basil Blackwell. 181 pages. 22s. 6d. 

Many research workers have made use of 
the immense amount of statistical work in 
this book which first appeared in a German 
edition in 1938. The English translation 
makes only a few amplifications but adds 
some references to more recent research on 
British overseas trade. 

This book presents a unique series of 
tables of the volume of British trade year 
by year from 1700 to 1933 and much 
detailed information about its distribution. 
Inevitably there must be doubts about the 
reliability of some. of the earlier parts of 
this analysis, but it does provide a useful 
indication of the development of foreign 
trade. 


GERMANY 


A General and Regional Geography 


ROBERT E. DICKINSON 
Professor of Geography in Syracuse University, N.Y., U.S.A. 


This book is based on a thorough study over many years of the geography 


of Germany. 


While it primarily has reference to the Germany of 1939, 


the post-war trends are examined in their geographical significance. The 
work should serve as a basis for assessing the problems and possibilities of 
the post-war Germany that arise from the changes in its economy and 
population and from its changed situation in the European scene. 


With 32 illustrations and 124 maps and diagrams 
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It costs no more — and need take no 





longer — 


to and from Australia and New Zealand. In some 


cases 
it may even cost less ! 

Plan now to circle the globe —- East to West or West 
to East — by British airlines all the way. 
swift and sure by fully pressurized 4-engined airliners of 


B.C.P.A., B.O.A.C. and QANTAS. And you enjoy the 


same high standard of British 


service and world-wide 


flying experience. 
Your 


round-the-world ‘* concession ”’ 


Your flight is | 


to fly round the world on your trip 


ticket includes | 


liberal stopover privileges which enable you to break | 


your journey where you wish, provided it is completed | 


within 12 months. 


Consult your local B.O.AC. 
Agent or any B.O.AC. 


Appointed 
or Qantas office. 


B-(-P-A 


BRITISH COMMONWEALTH PACIFIC 


AIRLINES LTD. WITH 
BRITISH OVERSEAS AIRWAYS CORPORATION, QANTAS | 
EMPIRE AIRWAYS LTD. AND TASMAN EMPIRE 


AIRWAYS LTD, 
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Through Tprough the és 


NO OTHER CONTAINER 
PROTEGTS LIKE THE CAN 


The photographic films used on the 1953 Everest Expedition will be 
carried in standard Metal Box film containers. 


The 1953 Everest Expedition is on its way. 
Another chapter has been opened in the history 
of discovery and adventure. The day-to-day 
reports of the Expedition will make headline 
news, whilst the permanent pictorial records of 
its achievements will be no less eagerly awaited 
throughout the world. 

The films used on the expedition will be 
kept safe and dry on their outward journey and 
up the mountain slopes. After exposure they 
will be put back again into their containersandso ~~~ 
protected against light and damp, both in the icy cold of the 
mountainside and through the tropical heat of the jungle. 

All Metal Box cans are of the same high quality. They 
are attractive to look at, easy to use; and above all, made to 
resist damage to the contents in filling, in transit or in use. 


THE METAL BOX COMPANY LID. 


The Langham, Portland Place, London, W.!. 





Britain’s Largest Manufacturers of Food Cans and Metal Containers. 
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American Survey 


AMERICAN SURVEY is prepared partly in 
the United States, partly in London, 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 


the editorial staff in London. 





Eisenhower’s Month 


Washington, D.C. 

HIS Administration does not and cannot begin its 

task with a clean slate,” said the President in his 
Message on the State of the Union. These words seem 
to have been adopted as the slogan of the new team and 
they have been quoted by one Cabinet officer after another 
in public speeches. Mr Eisenhower himself, at his first 
press conference, returned to the subject, saying that every 
problem he looked at was an inherited problem. It may 
seem extraordinary that anyone could really believe that a 
new Administration, even that of George Washington, 
could ever begin its task with a clean slate, but this 
government is certainly trying to give the impression that 
it expected to be left one. 

There are, in fact, many different kinds of mark on the 
slate. Some of these were inherited from the Democratic 
Administration ; some were made, and are still being made, 
by the Soviet Union and, to a lesser degree, by other alien 
governments ; and some were put on by the Republicans 
themselves during the campaign. Indeed, many of the 
difficulties that the new Administration has had to face 
during the first month have arisen from the desire to adjust 
the facts of life to fit the promises made in the autumn. 
{t 1s, therefore, perhaps not surprising that this Adminis- 
tration seems more sure of itself at home than abroad. 
international problems are less readily decided on a purely 
partisan, or even on a unilaterally American, basis. 


* 


Those members of the Eisenhower Cabinet who have 
only to clean up a mess left behind by the Democrats—the 
Attorney-General and Postmaster-General are the most 
‘ortunate of these—and about whose future performances 
no extravagant promises were, or needed to be, made in 
the campaign, can go about their work without having to 
make gestures every few days to justify themselves. So 
can Mr McKay at the Department of the Interior, for he 
has inherited not a mess but a department that is running 
smoothly. Whether his operations turn out to be a political 
asset or a political liability when the next election comes 
round will depend on the extent to which he substitutes 
private for public development of natural resources, and 
on the view taken by the voters, particularly in the western 
states, of the results of what is, after all, the policy of the 
party rather than of the Secretary himself. 

The new Secretary of Commerce, Mr Weeks, would not 





find it hard to improve on the performance of his pre- 
decessor, but he may well insist on making his own troubles. 
He has a reputation for being a believer in high tariifs 
and his first public speech, in which he remarked that 
“King Solomon in all his glory never drove to work in 
an automobile or watched a baseball game on television,” 
suggested that he has many of the qualities of a pre-1929 
Republican, the most dangerous type for this Adminis- 
tration to thrust into the limelight. 

Mr Durkin, the only Democrat in the team, obviously 
has the makings of a better Secretary of Labour than Mr 
Tobin, but his effectiveness—and, therefore, the political 
value of his appointment—will depend on how much real 
power he is given. The present batch of amendments to 
the Taft-Hartley Labour Act were introduced into Congress 
without his knowledge, an incident that suggested that he 
might find himself in the end in the position of the Vice- 
President in the play “ Of Thee I Sing,” who had to join 
a sight-seeing tour to get into the White House. But it 
transpired later that Mr Durkin’s ignorance of what Senator 
Taft was doing was shared by the rest of the executive side 
of the government, so it is too early to predict his ultimate 
fate. 

Of those concerned mostly with domestic policies, the 
Secretary of Agriculture, Mr Ezra Taft Benson, finds him- 
self faced with twenty years of Democratic mollycoddling 
of the farmer as well as with President ‘Eisenhower’s 
promise to keep farm prices at high levels. Mr Benson 
is a devout Mormon who told his first press conference 
that, in administering his department, his “ guiding pur- 
pose” would be “to strengthen the individual integrity, 
freedom, and the very moral fibre of each citizen.” Nobody 
worried about such generalised sentiments until he started 
to strengthen the moral fibre of the livestock feeders by 
a “vigorous re-emphasis of the principles, benefits and 
values of private competitive enterprise” rather than by 
rushing out to support the price of beef. It is only fair to 
the farmers to add that it was not so much they as their 
spokesmen in Congress who were demanding this help 
from the government. 

Mr Benson’s attitude is a refreshirig one, particularly to 
countries which have to import a large proportion of their 
food, but it is questionable how long he will be able to 
maintain it. The present price support legislation does not 
need renewal until next year so, however distasteful it may 
be to him to pay out federal money to growers of tobacco 
and of the grains which go into strong liquors, his ability 
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to promote private enterprise is limited at the moment. 
But there will be occasions when he can exercise a choice 
between higher and lower levels of support and what he 
does will be watched—apprehensively by Republicans, 
hopefully by Democrats. There have already been wails 
from representatives of agricultural states who, having just 
coaxed the farmers back into the Republican party, fear 
that they will be driven out of the fold again next year. 


* 


But the reputation of this Administration—though not 
necessarily its success at the polls, which may depend on 
domestic matters alone—will rest eventually on the per- 
formance of the three vital departments, Defence, Treasury 
and State, and of the President himself in the international 
and economic fields. And it is in these fields that the 
Republican platform and the speeches made during the 
campaign are bedevilling policy. The “momentous” 
decisions on foreign policy, announced, pending or 
rumoured, were bound to cause trouble in the rest of the 
world because President Eisenhower and Mr Dulles, 
presumably aware that they were, in fact, offering Congress 
the shadow instead of the substance of what had always 
been demanded, had to make the changes sound more 
drastic than they were. This was no time to explain to 
Senator Knowland why the orders to the Seventh Fleet 
amounted to little more than the “ unleashing ” of a tortoise, 
or to point out to the Republicans in Congress as a whole 
that the “ ultimatum ” to Western Europe was for delivery 
to the American people over the radio, rather than to the 
European governments during what Mr Stassen called Mr 
Dulles’s “ten great days of service . . . to the cause of 
peace and freedom.” 

It was probably a considerable achievement to have 
persuaded Congress to accept, however grudgingly, these 
tokens instead of the tough policy it wanted and to have 
grounded the “ blockade ” balloon so quickly after it soared 
into the sky. And the wording of the joint resolution that 
the President is trying to sell to Congress as a substitute 
for the “repudiation of Yalta” was another example of 
the caution with which the Administration is really 
approaching~its international problems. So is the change 
from “ liberation” to “ disengagement” as the keynote of 
foreign policy. 

In economic matters, whether foreign or domestic, it is 
harder to offer the shadow for the substance and get away 
with it. There is, after all, no substitute for tax cuts. It 
is, therefore, fortunate that President Eisenhower has chosen 
a team at the Treasury that is as demonstrably superior to 
its predecessor as his Defence Department team is inferior. 
He and the new Treasury officials have so far displayed 
an apparent determination to fight any reduction of taxation 
until the budget has been balanced without weakening 
either the United States or its allies. Yet some people are 
still uneasy, after watching the way in which the White 
House has deferred to Congress on more than one occasion 
when there has been disagreement, though, so far, only on 
matters of minor importance. They wonder whether the 
Administration’s courage will stay the course. If it does 
not, no amount of bellicose Congressional resolutions will 
take the place of Western military strength. If it does, the 
Administration will have removed from the slate at least 


a few of the marks that the Republicans put there them- 
selves. 
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Dealing with the Debt 
FROM A CORRESPONDENT IN NEW yorx 


OT the least daunting assignment in the new Adminis. 
tration is that of the Secretary of the Treasury, My 
George Humphrey, and his special deputy for deb: manage. 
ment and monetary policies, Mr Randolph Burgess. The 
President himself cheered them on their way by de, oting 
several paragraphs in his Message on the State of the 
Union to their task: 
It is clear that too great a part of the national debs 
comes due in too short a time. The Departmen: of 

Treasury will undertake—indeed has undertaken 

able times a programme of extending part o! 

over longer periods and gradually placing greate: 

in the hands of longer-term investors. 

Although a national debt of some $267 billion would seem 
to deserve consideration in the traditional Message on the 
State of the Union, that Me President discussed it in such 
detail is probably significant not only of the importance 
that Mr Eisenhower and his associates attach to debt 
management, but also of the influence that Mr Humphrey 
and Mr Burgess are likely to have on fiscal policy 

The beginning of which the President took note was a 
modest one, and some critics are already starting to 
complain that the new men, like their predecessors, suffer 
from an excess of caution. The first step consisted of offer- 
ing to holders of nearly $9 billion of maturing one-year 
1% per cent certificates of indebtedness a choice (aside from 
the cash a holder may always demand) of another one-year 
issue at 2} per cent, or one of five years and ten months 
at 25 per cent. When only $619 million of the latter 
issue were taken the critics began pointing out that the 
Treasury would never get the job done that way. This 
view overlooks a point the Treasury was careful to 
emphasise: most of the maturing obligations were held by 
corporations and banks that could not, for reasons of 
liquidity, take the longer term security. Moreover, it was 
apparent that the shorter term security had deliberately 
been made more attractive than the longer in the present 
market ; a Treasury official, probably Mr Burgess, told 
some members of the press frankly that there was no 
desire to make the new policy look good by tempting a 
lot of money into the longer terms when it would not 
stay there. 

Instead, the Treasury’s first objective was to hold the 
demands for cash to a minimum, and its second to convince 
the market it had no intention of trying to push its refund- 
ing programme too far or too fast.. It certainly succeeded 
in reaching the first goal (the attrition was less than 2 pet 
cent of the whole issue), and it seems to be succeeding 
in the second, though it is still too early to be sure. Hold- 
ing the cash-ins to. the lowest proportion since 1944 was 
an achievement, for the Federal Reserve did not apparently 
lend a dollar of aid to the operation ; indeed, it continued 
to exert pressure on the money. market and member bank 
borrowings remained well above $1 billion throughout. 

However hesitant this first step-is thought to be, it points 
the way the new Administration means to go. Ahead lie 


the 
at suit- 
ine debt 


mounts 


difficulties. In the year to come it must refund more than 
$35 billion of maturities, aside from the weekly Treasuly 
bill issues aggregating more than $17 billion, and some 
$16.5 billion of obligations that become callable but could, 
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of course, be allowed to run on another year or so to final 
maturity. Nor does this listing take any account of $64 
billion of savings bonds and notes that are redeemable at 
- holders’ option. The latter are more a theoretical than 
-oal threat. The savings bonds are now ceasing to be 
ot drain on the Treasury; in January the sales of the 
-.«s E (small denomination) bonds exceeded redemptions 
- the first time since the Korean war began. Most of the 
-redit for this accomplishment goes to the vigorous pro- 
motion of the payroll savings plan by Mr Snyder, Mr 
{umphrey’s predecessor, and to the introduction last year 
a Series H bond that pays interest instead of accruing it 
for the life of the obligation as the Series E does. Never- 
theless, the Treasury faces a problem of meeting maturities 
of savings bonds, too, for on May 1st the Series F and G 
lirze denomination) bonds begin to fall due, and by the 
end of this year about $1.1 billion will have to be redeemed 
for cash, unless some other solution can be found. To 
this problem the Treasury is now directing its attention, if 
the inspired suggestions about offering conversion into a 
marketable issue are any indication. One of the chief aids 
to the Treasury is the way three-quarters of the holders 
of maturing E bonds (bought for patriotic reasons during 
the war) are accepting the offer for automatic extension of 
maturity for another ten years. 

It is considered likely that the remaining refunding prob- 
lems this year will be handled much as the February opera- 
tion was, that is, that holders will be offered a choice of a 
short and a longer term. In addition, whenever an oppor- 
tunity presents itself to bunch issues maturing near the 
same dates, this will be done. This process would serve 
to reduce the number of*outstanding issues and, of course, 
the frequency with which the Treasury must come to the 
market. 
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Although these are the problems that concern the 
Treasury officials, the chief interest of the market is centred 
yn the question of when the Treasury is going to bring 
yut a truly long-term bond (the universally accepted term 


is thirty years, even though there is no evidence that the 


Treasury has made up its mind) and what the rate will be. 
But given the Treasury’s demonstration that it is content 
to await signs that long-term funds are at least in balance 
with available new long-term investments, it may be more 
instructive, to study what happened in the latter half of 
1952. In that period the Treasury managed to sell almost 
59 billion of new issues for cash (of which some $2.5 billion 
were offset by net redemptions of savings bonds and of 
maturing marketable issues), although there was no apparent 
surplus of investable funds, and there was an abnormally 
large demand for bank credit. ‘Finally, in doing it, the 
Treasury avoided the trap that the new Administration fears 
most, an inflationary monetisation of the debt. It was able 
(o do so, it would seem from the preliminary figures, largely 
because corporations invested their tax reserves and other 
funds in short-term bills they obtained from the banks, 
which then met the seasonal credit requirements of trade 
and agriculture, 

Despite the large volume of issues sold for cash by the 
Treasury, almost all of it initially to the commercial 
\trading) banks, by the end of the year their holdings of 
sovernment obligations were less than $1.5 billion higher 
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than at mid-year. The banks were forced to “ disgorge” 
their purchases largely because of the difficulty of getting 
accommodation from the Federal Reserve. In effect, the 
banks were used to underwrite the issues, and to retail them 
to corporations as the latter accumulated cash out of earn- 
ings. There is no question that this technique will play 
a large part in the Treasury’s financing schemes this 
autumn as well ; the so-called Mills plan, which is steadily 
concentrating all corporate income tax liability in the first 
half of the calendar year, guarantees that the budget will 
produce a large deficit in the July-December period and a 
surplus in the following six months. Thus when corpora- 
tions need short-term investment outlets for their funds. 
the Treasury needs the funds. 

Beyond this virtual certainty, little is definite yet. Mr 
Burgess, who was an official of the Federal Reserve Bank 
of New York in the nineteen-twenties, must remember with 
a pang of envy the success with which Andrew Mellon 
refunded the debt from the 1914-18 war on a rising bond 
market. Mr Burgess’s central banking experience, as well 
as his close study of monetary policy, make it impossible 
for him to accept the placing of any more debt in the 
banking system unless there is a decided downturn in the 
business cycle. But it is still not clear that non-bank funds 
will be accumulating in substantial sums. And so he can 
take only little steps eacl? time, refraining from pushing the 
market, yet trying to compete—more or less gently—with 
other issuers for a part of the available funds, and restoring 
the confidence of investors in the Treasury’s financing 
operations. 





- THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 
(incorporated with Limited Liability under the Laws of the U. $. A.) 








The Chase Banking organisation’s wide 
experience and familiarity with business and trade 
conditions on both sides of the Atlantic can be of great 
assistance to all those engaged in developing 
trade unth the United States. 


The Chase Banking Organisation has Branches in: 
Havana, Marianao, San Juan, P.&., Santurce, Panama, Colon, David, Cristebel, 
Balboa, Frankfurt / Main, Heidelberg, Stuttgart, Tokyo, Osaka 
Paris. 


Special Representative in 
Mexico, D.F., Buenos Aires, Rome, Cairo, Beyrouth & Bombay 


Correspondents throughout the world 


Main London Branch: 6 Lombard Street, E.C.3 


West End Branch: 
46 Berkeley Square, W.! 


The Chase National Executors & Trustees Corporation Limited 
6 Lombard Street, C3 
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American Notes 





Explorers in the Defence Department 


R WILSON, the new Secretary of Defence, has now 
M appointed his own distinguished group of surveyors 
to discover how economy and efficiency can be combined in 
the defence establishment. It takes the place of the Sarnoff 
commission on manpower use, appointed when Mr Truman 
was in power, which, after a few weeks’ horrified study of 
the military jungle, retired with the sensational, but undocu- 
mented, conclusion that it should be possible to save $5 
billion a year—but “ not overnight.” The new committee 
is headed by Mr Nelson Rockefeller and will enjoy the 
services of such experienced guides as Mr Lovett, the 
former Secretary of Defence, and General Bradley, the 
chairman of the Joint Chiefs of Staff. It is to report on 
April 30th. 

The group is to concern itself not only with economy, 
but also with the reorganisation of the military establish- 
ment for the fourth time since the war. It was Mr Lovett’s 
conclusion, when he left office, that the present cumbersome 
system might do for peacetime, but probably would not 
work in wartime. Both he and Mr Vannevar Bush, another 
member of the committee, believe that the Joint Chiefs of 
Staff must be relieved of their operational responsibilities if 
they are to have enough time and freedom from inter-service 
rivalries to give the President and the Secretary of Defence 
satisfactory military advice. These and other changes likely 
to be considered are certain to stir up another round of 
“ unification ” hostilities. 

Meanwhile the services themselves have been asked by 
Mr Kyes, the Deputy Secretary of Defence, to submit by 
February 28th proposals for “ intelligent savings ” in their 
own budgets for the next fiscal year, which apparently may 
include slowing down certain armament programmes once 
again. Mr McNeil, the Assistant Secretary of Defence in 
charge of the budget, a holdover from the Truman Adminis- 
tration, is convinced that only by basic decisions, such as 
changing the size of the forces or the rate of their equip- 
ment, can really substantial economies be achieved. There 
is, indeed, the possibility that new ventures may swell the 
budget. 


One possible field for economy, construction of overseas 


bases, was reconnoitred last summer for the Armed 
Services Committee by two Senators, Mr Long, a Demo- 
crat, and Mr Morse, the displaced Republican. In addition 
10 the waste and gouging by America’s allies which they 
describe—in more detail than the State Department thought 
it wise to publish—the Senators dispute the desirability of 
building and maintaining some sixty bases in Europe and 
North Africa and locking up American troops in them at 
the expense of a mobile reserve. The Air Force is adamant 
that forward bases are-essential if B-47 jet bombers are to 
be able to exact immediate retribution from the Soviet 
Union in the event of war. Mr Wilson has, however, tem- 
porarily halted all new construction and when the bases 
programme is reviewed the Air Force may have to accept 
some degree of austerity. 
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America’s Choking Voice 


O* Senator McCarthy’s map all roads lead , 
Communism in the State Department, even when the 
Republicans are in charge there. He has just arrived »: 
it once more through the by-ways of the Voice of America 
the government’s overseas broadcasting system for which 
the department is responsible. He expects that the Govern. 
ment Operations Committee, which he now heads, wil 
spend several months exploring this route. Already he ha: 
heard it alleged that fellow-travellers have frequently 
softened the anti-Communist tone of the Voice and has 
discovered that, under a directive issued since the new 
Administration took office, the Voice has been quoting 
favourable comments on the United States from such 
suspect writers as Mr Howard Fast, who has again refused 
to testify on his Communist connections. The offending 
directive has now been cancelled and in future the work of 
“ controversial” authors will under no circumstances be 
used, however effective propaganda it might make. 

One of the Voice’s chief officials has already been 
suspended for protesting at this restriction, but it is only 
one example of the excessive zeal with which the State 
Department has been appeasing Mr McCarthy. Another 
directive, authorising officials to refuse information at their 
discretion to his investigators, was cancelled when he com- 
plained that it would “hamstring” his enquiry, and a 
departmental security officer has been reinstated at his 
behest. The two Under Secretaries, Mr Bedell Smith 
and Mr Lourie, both of whom made special trips to Capitol 
Hill to discuss these matters with Senator McCarthy, must 
be conscious that the Voice has not been as efficient or 
as economical as it might have been. Dr Wilson Compton, 
the retiring head of the State Department’s International 
Information Administration, was quite frank about this to 
the committee. Other witnesses told of the unsuitable sites 
chosen and the extravagant contracts signed for the building 
of two new transmitters on which work has now stopped. 

But Mr McCarthy is not the man to be bought off when 
he is on the track of red gold, particularly now that he has 
the authority of a committee chairmanship for the first 
time. It may, of course, be that he will be restrained by 
the responsibilities of his new position. If not, the President 
will have to try to control him. For there will be litte 
point in asking Dr Robert Johnson, Dr Compton’ 
successor, to study the country’s foreign information 
services or in having Mr C. D. Jackson at the White House 
to co-ordinate cold war strategy, with special attention being 
given to psychological warfare, if America’s new clear, loud 
Voice is still to be choked by Senator McCarthy's 
investigating hand. 


House on Fire 


HE House of Representatives, where money legislation 
must originate, is so aflame with enthusiasm for 
budget balancing that it is rushing in where the Adminis 
tration is not yet ready to tread. Mr Reed, the chairman of 
the Ways and Means Committee, wants to begin by reduc- 
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. taxes ; according to other Republican leaders, this is 


definitely not the side of the budget which should be 
vehtened first. Without bothering to hold hearings, Mr 
Reed has pushed through a bill which advances to June 30th 
from December 31st the date of expiry of the 11 per cent 
ncrease in personal income taxes imposed after the Korean 
outbreak. This measure; which would lose the government 
‘out $1.5 billion in revenue during the coming fiscal year, 
41. now been relegated to the Rules Committee and is 
colikely to come out on the floor of the House before May ; 
», then it may be possible to assess the likelihood of achiev- 

- equivalent cuts in expenditure. 

Mr Reed then announced that his committee could not 
consider the broadening of old age insurance coverage, 
something which the President wants Congress to approve 
: this session, without a full study of the whole social 
security system,-which could hardly be completed before 
adjournment. But perhaps Mr Reed might reconsider this 
decision if the Republican leadership in the House in its 
turn reconsiders its Objection to his tax Bill. Once debate 


) 


oo 


the Bill seems sure to pass the House, for the excess profits © 


tax expires on June 30th and it would be difficult to explain 
to voters why they are not entitled to tax relief when cor- 
porations are. The President has suggested that some 
substitute should be found for the excess profits tax and 
Senator Taft thinks that it might be extended. The unpliant 
Mr Reed, however, has no intention of allowing “his com- 
mittee to approve any proposal of this kind, although there 
may be a compromise under which both taxes expire 
together on September 30th. 

Mr Reed’s committee maintains that tax reduction would 
be the most effective way of forcing a reduction in expendi- 
ture, but the House is already doing what it can to lighten 
that side of the balance. It will be some weeks before the 
new Administration is ready with its requests for appropria- 

is for the year beginning next July, but this week $1.4 

‘ion was cut from the request for $2.3 billion in supple- 

ary funds for the current fiscal year which Mr 
nan left behind him. Most of the saving was at the 
<pense of the Defence Department, which was told to find 
rly all the $1.2 billion it needed, mainly for pay increases 

‘roved by Congress after the year’s appropriations had 

n passed, out of money intended for other purposes but 
not yet spent. The department may have to come back for 
more for these other purposes, but the House hopes that it 
1as found a way of drawing off the accumulated backlog of 
nexpended funds. 
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Textiles Tug-of-War 


Sa cotton and rayon mills have won the first round 
in their battle to preserve their lower wage rates, which 
have been an important factor in the industrialisation of 
the South. They have been granted a preliminary injunc- 


tion exempting them from a federal order raising the . 


minimum wage Om government contracts of more than 
$10,000 from 87 cents to $1 an hour. Wage rates paid on 
sovernment work tend to become a floor under all wages 
in an industry. The order was one of the last acts of 
Mr Tobin, the former Secretary of Labour, who was sym- 
pathetic to the competitive woes of the high-wage textile 
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industry of his New England home. The legal test which 
is to come, on the other hand, is the first authorised by 


an amendment to the Defence Production Act sponsored» 


by Senator Fulbright. of Arkansas, one of the poorest 
southern states. It makes the minimum wage orders of 
the Secretary of Labour subject to court review, and it is 
no accident that both Senators from Rhode Island, a New 
England textile state, wish it rescinded. 

The order is now in effect for three-quarters of the 
industry, but outside the South, where about 16 per cent 
of all textile workers were receiving less than $1 an hour 
last March, its importance is academic. Average wages 
for cotton and rayon workers in New England are $1.42 an 
hour, compared with $1.26 in the South, and other benefits 
won by the unionised northern workers, such as paid 
holidays and insurance provisions, widen the differential. 
Reductions in these benefits are being sought by the mills 
in their negotiations with the textile workers, who last year 
reluctantly accepted a pay cut. Such textile firms as remain 
in New England feel they can hang on only if southern 
wages are increased and their own wage costs lowered. 

However, the judge who granted the southern mills their 
preliminary relief clearly agreed with their contention that 
the Walsh-Healey Act, which governs minimum wages on 
government contracts, only confers the power to. set 
regional, not national, minima. The southerners maintain 
that Congress only meant to protect workers against local 
under-cutting, not to give the Secretary of Labour the right 
to set wage floors higher than the 75 cents an hour 
authorised in the Fair Labour Standards Act for firms in 
interstate commerce. If the southerners. win a permanent 
injunction, other industries will follow their example. 
Northern mill owners anxious to see the wage differential 
vanish would then have to look to the trade unions and 
hope for an end of the jurisdictional warfare between the 
Congress of Industrial Organisations and the American 
Federation of Labour which is retarding the unionisation of 
the South. In the North, however, the shoe is on the other 
foot ; the rivalry of the unions weakens their ability to 
resist wage cuts and so works to the mills’ advantage. 


SHORTER NOTES 


President Eisenhower will pay full taxes on his income 
while in office, in spite of Mr Truman’s request that 
Congress allow the new chief executive, as well as the 
Vice-President and the Speaker, substantial deductions for 
business expenses. The Chairman of the House Ways 
and Means Committee said that Congress had no time to 
pass the Bill before. the inauguration, and a President’s 
salary cannot be changed while he is in office. It was only 
last year that Congress decided that the incoming President 
should not be permitted the tax exemption on his $50,000 
expense allowance, which had in effect increased Mr 
Truman’s salary by $39,000. 


* 


Vacuum-packed nylon hosiery will soon be in the shops 
in the same type of container now used to seal ground 
coffee and other perishable foods. The packaging, ideal 
for the self-service retail trade since it protects the merchan- 
dise and at the same time allows the buyer to see it, is 
also being considered for other soft goods. 
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The World Overseas 





Men Against Malan—I 


Orthodoxy in Opposition 


FROM OUR JOHANNESBURG CORRESPONDENT 


HOUGH in South Africa all politics inevitably involve 

the “‘ Native Problem” and race slogans fill the air, 
Dr Malan’s white opponents are less concerned with the 
Nationalists’ apartheid policy than with the Nationalists’ 
apparent contempt for the courts and the Constitution. The 
philosophy of the United Party is rooted in a rather 
narrowly defined liberalism which has little to do with 
concepts like race equality or the “ Century of the Common 
Man.” But the party has great respect for the forms of 
law and a healthy fear of executive power encroaching on 
individual liberty. 

When the party lost the 1948 elections it did not lose 
its faith in the traditional parliamentary game of “ ins ” 
and “outs.” After the first shock, General Smuts said 
cheerfully that people (the white voters) liked to see “ new 
faces.” The United Party had ruled for fifteen years. 
Though the Nationalists had opposed the war effort, Dr 
Malan had crushed his own extreme right wing, the Ossewa 
Brandwag. It was hoped that with the war ended, the 
Nationalists would resume the role of respectable parlia- 
mentarians and forget their sympathy with Nazi methods. 

The Nationalists themselves raised the first storm-signals, 
by their introduction of guillotine measures, their tampering 
with citizenship rights and their opposition to British 
immigration, for political not economic reasons. And it 
was an Afrikaner, “ Sailor’ Malan, who first sounded the 
tocsin outside Parliament and accused the Nationalists of 
employing those methods in order to stifle criticism, keep 
themselves in power, and turn Nationalist Afrikanerdom 
into a Herrenvolk. The colour question hardly entered into 
the quarrel at all. When it did, through the Nationalists’ 
bid to get rid of Cape Coloured voters, the main objection 
was less to the virtual disfranchisement of those voters than 
to the manner in which the Nationalists proposed to achieve 
it. In the ensuing controversy about the Constitution and 
the courts, the Coloured voters were almost lost sight of by 
both parties. 

In addition to their frontal attack on the Constitution, 
the Nationalists started to assume enormously increased 
executive powers. The chief offender has been the Minister 
of Justice, Mr Swart. The Suppression of Communism 
Act made him sole arbiter of whether a person was a “ Com- 
munist” or not. He need produce no evidence and the 
only function of the courts becomes to decide whether he 
reached his decision without mala fides. The new Public 


Safety and Criminal Law Amendment Bills will give Mr 
Swart still wider powers over persons, organisations and 
newspapers. Even apart from such legislation, he has 
conferred equally sweeping powers on himself merely by 
administrative decree. When the new Bills go through, 
Mr Swart will almost be in the position of Hitler when he 
declared that he embodied in his own person the supreme 
court of appeal of the German people. 

Leading the opposition in Parliament to this executive 
tyranny is Mr Strauss. Allied with the United Party chief 
in a “United Democratic Front” is the Labour Party 
leader, Mr Christie. Mr Strauss is a lawyer. He has the 
greatest respect for legal and constitutional procedures. He 
is genuinely horrified by the Nationalists’ drastic short cuts 
to their various goals, especially their repeated attempts to 
override the courts and undermine the Constitution, as well 
as by their apparent determination to entrench themselves 
in power and gag their opponents. It is natural that Mr 
Strauss should have the support of most business men, 
many lawyers, and a large number of ordinary citizens who 
simply dislike the jackboot-in-office. 

But, although he also has the (somewhat grudging, fauie 
de mieux) support of Liberals, Mr Strauss is not himself in 
any real sense a Liberal. He is an orthodox Conservative ; 
and it is his orthodoxy rather than his conservatism that 
makes him a passionate, as well as the professional parlia- 
mentary, opponent of the Nationalists. This is particularly 
true on the colour question : had the Nationalists chosen to 
achieve apartheid by technically correct constitutional 
means, Mr Strauss as Opposition leader would still have 
opposed, but hardly with the same fervour. 

Mr Christie as leader of the Labour party is concerned 
both with the preservation of normal citizen rights, and with 
the rights of the trade unions. The Nationalists have sought 
to tamper with both. They are the avowed enemies of free 
trade unions, which they believe should be directed and 
contro'led by the government and simply be part of the 
apparatus of state power. To achieve this, they have been 
active in undermining and dividing the trade union move- 
ment on “racial” (i.e., Afrikaner versus English) |ines. 
Through the Suppression of Communism Act, they have 
succeeded in removing some leading trade union officials 
from office. As a good trade unionist, Mr Christie, who 1s 
no Communist, opposes Dr Malan as vigorously as. pre 
sumably, he would oppose Stalin, and for the same 1cas0®. 
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the Labour party certainly does not stand for race 
sality, or even for a reduction of the economic colour-bar. 
On the contrary, the white trade unionists have always 
fought strenuously for its retention, and in the not so distant 
mast were ready to enter into a pact with the Nationalists to 
shi end. It is the Nationalists’ lust for power, not their 


purtheid, that has estranged the white trade unionists. 


t 
' 
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Commando’s Colour Bar 


Sailor” Malan formed his Torch Commando as a 
“imple protest, by ex-servicemen who had fought against 
Hitler, against a South African Government whose 
members had, most of them, expressed sympathy for 
Hitlerism during the war, and seemed bent on applying 
Hitler’s methods in South Africa when the war was over. 
Beyond that, “ Sailor” Malan’s own political thinking did 
not go. Neither did that of his supporters. : In the initial 
phase of the movement, “ Sailor” Malan as an ex-service- 
man had certainly no objection to shaking hands with 
coloured ex-servicemen, or even including them in his 
movement. This phase soon passed. Such “ liberalism ” 
not only gave the Nationalists an excuse for dubbing the 
Commando “ Communist,” it threatened to split the Torch- 
men themselves. Today, as a close ally and extra-parlia- 
mentary wing of the United Party, included in the “ United 
Democratic Front,” the Torch Commando assails the 
Nationalists for their unconstitutional methods, but care- 
fully excludes non-European ex-servicemen from its own 
ranks (while throwing those ranks open to all whites who 
care to join, even if they never served in the war). As the 
commando has come closer to the United party, “ Sailor ” 
Malan has remained the flamboyant figurehead, but the 
movement’s political thinking has come-more and more 
under the control of forceful but politically orthodox 
managers like Mr L. Kane-Berman. 

Against all their opponents the Nationalists for their 
part have never hesitated to play the trump card of colour. 
They have fai'ed to define clearly, or even, except for much 
railway station and post office pinpricking, to apply, their 


Austria Keeps Its Coalition 


HE elections-in Austria last Sunday. “The 
were of particular interest for a 


Catholic, 


conservative 


S77 
apartheid policy. (It is-estimated that it may take 25 years 
even to mark out the regions designed for separate racial 
occupation under the Group Areas Act.) But always, when 
challenged with attacking the constitution, riding rough- 
shod over the courts, and making great inroads into the 
traditional liberty of the subject, they have pleaded that 
these measures are necessary to ensure “ white supremacy ” 
—and of course to combat “ Communism ” which preaches 
race equality. 

Their opponents have mainly been content to reply, not 
that they are not in favour of “ white supremacy” or that 
they oppose apartheid (on more than one occasion the 
United Party has proclaimed apartheid as its policy and 
accused the Nationalists of stealing it) but that the 
Nationalists’ drastic and far-reaching measures are not 
necessary to secure either of those desirable objectives. 

This argument of the white opponerits of Malanism 
would have carried much more weight if the black 
opponents of Malanism (and of white supremacy) had not, 
working independently, created a powerful passive resist- 
ance movement of their own. The fesults (including mass 
law-defying by non-Europeans, strikes, and some serious 
outbreaks of anti-white violence) have persuaded many 
Europeans who otherwise might have remained sceptical 
that perhaps there is something in the Nationalist case. In 
times of trouble verging on civil strife, there is an instinctive 
longing for a “ strong” Government. 

The non-European resistance movement has inevitably 
dismayed the Malan Government’s white opponents. Since 
their chief charge against the Nationalists is one of acting 
unconstitutionally and virtually abrogating the rule of law, 
they can hardly look with sympathy on other law-breakers, 
especially non-European ones. Wholly admirable in normal 
times, the United Party’s basis of simple legality may be 
too simple for a time of turbulence. Mr Strauss and his 
supporters do not merely dislike revolutions, they tend to 
refuse to admit that they happen. 


(Te be concluded) 


tion in which a deflationary policy, 
fundamentally sound though it may be, 
can turn voters to the left. But the 
elections on Sunday showed that it was 


People’s 


number of reasons. They took place in 
the one country where democratic pro- 
cesses work under Russian part-occupa- 
ion ; they were fought on the question 
t how to cure severe unemployment ; 
and they showed how a new electoral 
system of proportional distribution of 
votes can work against — political 
extremism. The results were highly 
satisfactory for the two big centre 
parties, the People’s Party and the 
Socialists, which, in spite of their widely 
differing. economic and social policies, 
have governed together since the war. 

_ The coalition cannot be claimed as 
ideal, as it has shared out different 
spheres of interest instead of combining 
on a joint policy; nevertheless it has 
kept Austria surprisingly stable in 
«xtraordinarily difficult circumstances. 


‘gained six. 


Party lost one seat, while the Socialists 
This means that they are 
now almost equal in strength and will 
presumably continue the _ coalition, 
though it is hard to see how they can 
reconcile their opposing economic views. 
The Socialists fought the election on 
their demand for full employment 
(borrowed from the British Labour 
party), which was to be achieved at the 
risk of an unbalanced budget and infla- 
tion. The People’s Party, which repre- 
sents business interests as well as 
peasants, has been following a defia- 
tionary policy. The recent reduction in 
bank rate, and an appeal to employers 
not to dismiss men just before the elec- 
tions can be taken more as tactical devia- 
tions than as changes in the party’s 
programme. 

Austria provides a clear case of a situa- 


- the Socialists, and not the Communists, 


who gained from the workers’ objections 
to unemployment and the policy. of the 
People’s Party. This must have deeply 
disappointed the Russians. The left 
bloc gained, it is true, 3,000 votes, but 
they hold only four seats instead of five 
in the new Parliament. The Communists 
lost ground in the Soviet zone and gained 
in the western-occupied areas. 

It is well known that the Russians 
would have been pleased if—as well as 
the Communists — the right - wing 
Electoral Community of Independents 
(WdU) had advanced its position. But 
though the WdU gained in the Soviet- 
occupied zone, it lost votes in the country 
as a whole, and has only fourteen instead 
of sixteen members in the new 
parliament. 
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A Punjab Powder Keg? 


FROM OUR CORRESPONDENT IN KARACHI 


N 1951 an, afticle -appeared in 

Collier's magazine describing the 
Punjab canal waters dispute as “a bitter 
controversy, one that involves life itself 
for 42 million people.” The writer went 
on to say: “It is pure dynamite, a 
Punjab powder keg.” 

It might be thought that such sweep- 
ing statements must have come from the 
pen of a propagandist or a sensation- 
mongering journalist ; but this was far 
from being the case. The author was no 
less a person than Mr David Lilienthal, 
the distinguished engineer and adminis- 
trator who was formerly head of the 
Tennessee Valley’ Authority. It is 
perhaps surprising that his striking 
warning—uttered just after he had com- 
pleted a personal reconnaissance of the 
Indo-Pakistan sub-continent—did not 
attract more attention. Probably for 


every hundred persons who have heard 
of the Kashmir dispute only two or three 
have any knowledge of the Indus Basin 
dispute, and even they are inclined to 
ask whether the threat to Pakistan’s 
economy is genuine. 
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Even in Pakistan itself, as a matter of 
fact, the gravity of the situation was not 
fully appreciated until the country found 
itself faced by famine and under the 
necessity of importing about a million 
tons of wheat. Water shortage was only 
one of several contributory factors, but 
it was an important one ; and now it is 
feared in Karachi that if India proceeds 
with its plans for diversion of the waters 
of the Sutlej, large areas of the richest 
cotton and wheat growing land of West 
Pakistan (Mr Lilienthal’s own estimate 
was five million acres) may revert to 
desert. Pakistanis are now convinced 
that this is a more serious matter than 
even the Kashmir dispute ; the latter, in 
comparison, becomes hardly more than 
a quarrel over a piece of scenery. 


Mr Lilienthal’s observations did, 


fortunately, attract the attention of Mr 
Eugene Black, the president of the Inter- 
national Bank. Proceeding on the basis 
of his statement that less than 20 per cent 
of the water of the Indus basin, as a 
whole, is now utilised for irrigation and 
that the controversy could be solved by 
“commonsense and engineering,” Mr 
Black invited both parties to make use 
of the good offices of the bank in explor- 
ing the problem. A working party was 
arranged, and has been functioning, on 
and off, since May, 1952, with members 
drawn from the irrigation departments of 
India and Pakistan and from the 
engineering staff of the bank. It was 
agreed on all sides, according to Mr 
Black’s letter of March 13, 1952, 
addressed to both Prime Ministers, that 
“while the co-operative work continues 
with the participation of the bank neither 
side will take any action to diminish the 
supplies available to the other side for 
existing uses.” 

For reasons of geography it is only 
India that is in a position to take such 
action, and in this dispute, as in Kashmir, 
it has the whip hand. The tempta- 
tion for a country with such a 
colossal food problem on its hands to 
divert water into the chronically famine- 
stricken areas of Bikaner and the 
southern part of the East Punjab must 
indeed be very strong, but that is small 
consolation to Pakistan. Definite figures 
are available to prove the diminution in 
supplies to the Central Bari Doab canal 
system in Pakistan, which are controlled 
from the headworks at Madhopur, in 
India. The official gauge readings at the 
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headworks show that last year the 
Pakistan canals received far Jes; than the 
share that came to them before partition 
and that the worst deficiency \ 


on Was during 
the critical month of October « hen the 
winter wheat crop is sown. Even worse 
at least potentially, is the case of th. 
canals fed by the Sutlej, for the Govern. 
ment of India has nearly completed 
new headworks at Harike, whence water 


is being diverted into the Bikaner cana 
e > 

and new canals are being constricted. 
When construction of the hue 


Bhakra 
dam is completed, the Indian authorities 
will be able to store the waters of the 
Sutlej and regulate their flow in accord. 
ance with the needs of the Indian canals, 
The prospects for Pakistan are indeed 
bleak. Admittedly the Bhakra dam 
project was a pre-partition onc, and to 
that extent Pakistan has no grievance, 


but it is to be 180 feet higher than 
originally contemplated, which will make 
all the difference. 

The working party is now busy 
amassing data and, presumably, thinking 
out long-term engineering plans designed 
to give both parties fair shares in the 
waters of the Indus ; but in the meantime 
the Pakistan Government is demanding 
that India should desist from appr »priat- 
ing supplies at its expense, It claims that 
the dispute is of a legal nature, and 


Krupp and the New Ruhr—I 


HE break-up of the Krupp indus- 
trial empire, with compensation to 
Herr Alfried Krupp, is only part— 
though the most sensational part—of the 
reorganisation of Ruhr heavy industry 
that has been imposed by the Allies and 
carried out in collaboration with the 
Germans. 
centrating ” and regrouping the vertical 
trusts of the Ruhr is now drawing to a 
close. On the whole it can be said to be 
a successful compromise. Ruhr heavy 
industry has not been atomised, as might 
have been supposed from the German 
protests of a few years ago; but it has 
been left with enough changes to make 
the first Krupps turn in their graves. 
Over the past century, the iron and 
stee] industry of the Ruhr had been con- 
centrated by great entrepreneurs into a 


This experiment in. “ decon-, 


should be referred to the International 
Court of Justice ; failing that, it will 
agree to any impartial tribunal. The 
Government of India will only 22ree to 
a tribunal composed of four judges, two 
from each country—an obvious tation 
to a stalemate. Pakistanis draw their own 
conclusions from this: the lonzer the 
dispute is allowed to drag on, the more 
time India will have for the completion 
of its new irrigation projects and, a3 in 
Kashmir, the fait accompli will operate 
to India’s advantage. 

few combines owning sixty per cent of 


the German coalmines and a vast number 
of related enterprises. Some of the 
smaller combines consisted of organically 
linked plants, forming the Verbundwirt- 
schaft that is the pride of German indus- 


trialists; but the largest vertical (rust, 
the Vereinigte Stahlwerke, was « con- 
glomeration largely composed ©! com- 
panies bought’ up when the Sunnes: 


empire collapsed. During the sreat 
slump of the early 1930s the VSW itself 
had to be taken over by the State, and 
Hitler bought the support of the Ruhr 
industrialists in part by returning the 
combine to private ownership. 

In all the German vertical trusts, steel 
was the master of coal. Coal prices were 
kept at a low level, against the interests 
of the miners, and the combines’ profits 
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: THE PUBLISHING SENSATION OF THE SPRING 
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han / maintaining the furnishings in the 
ake f sombre style to which he was accustomed. | 
uy But surely if you are Managing | a it 
ing e : 
ned Director it is time yor put your foot Fr 
h bs 
¥ down on something other than 
ing Victorian Haireord? This isn’t a 
‘1at- 
that vulgar incitement to revolt, to 
€ id 
zo r introduce riotous colours and bizarre k 4 + ; A ; BR 
oo furniture. Far from it. Have a 
ne 
-_ word with Mr. Peter Catesby and AT HIS PRIVATE, TOP-LEVEL DINNER PARTIES 
two 
Sa his staff. They respect tradition. a ; 2 > 
va Hitler on his enemies... on his friends... 
did They can transform a board- on his ambitions, his failures, his secret dreams. 
wre room into a pleasant, modern The fascinating story revealed through a team 
: sins without Deak 0 Wt of tis of shorthand writers secreted within hearing, ae 
i with the text corrected by his deputy— Agn 
dignity. They will even retain Martin Bormann. eG 
Grandfather in his gilt frame hs . 4 
* “I'm convinced that Churchill has his place 
—if you insist. ef refuge ready beyond the Atlantic. He obviously 
won't seek sanctuary in Canada. In Canada hed be 
ten up. He'll go to his friends the Yankees.” 
“ * “If my close associates glitter with decora- 


tions, | can distinguish myself from them only by 
wearing none at all.” 


* “The Spaniards are ragamuffins. They 
regard a rifle as an instrument that should not be 
cleaned under any pretext . . . but they have never 
yielded an inch of ground. One can't imagine more 
fearless fellows.” 


' 
k 
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* ‘On the way back, it was Goering who was ae 
at the wheel. He drove like a madman. On a ae 
bend, before we arrived at Tittmoning, we suddenly 
found ourselves on a dung-heap.” 
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tow - today if you wish—you can buy from your 


garage at standard prices the new Silver Exide, a battery more 


efficient and with longer life than any standard battery—even an 


Exide—you ever used before. Here is a battery that will change 


your whole conception of the service a car battery can give. A 


battery that eliminates the actual mair cause of battery failure! 


PORVIC gives EXi0€ the green light— 
for the biggest battery advance in 25 years! 


Batteryimprovement had reached an 
impasse—blocked by the separator. 
Separators, which divideeach battery 
plate from the next, normally wear 
away and slowly but surely weaken 
under the stress of motor car service. 
Failure of the separators—even of 
one separator—means the failure of 
the battery. That was the deadlock 
that Porvic has now broken—Porvic, 
the new plastic separator and a Brit- 
ish discovery. Porvic is pliable yet 
very tough, over 80% porous and yet 


a perfect electrical insulator; and it 
is completely inert chemically and 
resistant to wear. Used in the Silver 
Exide as a separator, Porvic changes 
that shortest-lived component of the 
battery into one which is virtually in- 
destructible. Porvic now makes pos- 
sible the use—to the full advantage 
-of the new plates with long-life 
alloy grids that for years have been 
undergoing test and development in 
the Exide research laboratories ! 





A PRODUCT OF 





CHLORIDE 
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CAR BATTERY — 


THESE 3 STRIDES carry the SILVER 
EXIDE forward—beyond the hitherto 
accepted limits of battery life 


1. PORVIC SEPARATORS Microporous, they 


freely absorb the electrolyte and enable the bat- 
tery to release its full power to the starter motor. 
They never develop wear to weaken the assembly 
of the battery. 


2. CB.95 ALLOY PLATE GRIDS From alloy 
CB.95, an exclusive Exide formula, are manufac- 
tured long-life plate grids pasted with improved 
active materials, resulting in plates whose full 
capabilities could not be realised until Porvic 
brought separator life into line. Now, fitted in the 
Silver Exide battery in combination with Porvic 
separators, they raise electrical efficiency and 
length of life to an altogether new level. 


3. HARD RUBBER CONTAINER The contain- 
er of the Silver Exide battery is hard rubber of 
the highest quality—tough, leak-proof and shock- 
resistant— designed and developed to outlast even 
the longer life plates it holds. 


STANDARD 
EXIDE 
PRICES 


YOUR GARAGE CAN SUPPLY TODAY 


BATTERIES LIMITED 


28, 1953 
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were channelled into the steel-processing 
companies, the shares of which were in 
some cases held by a single family. 
Apart from the desire to secure power, 
German industrialists were incited to 
combines by the fact that by 
ing everything they needed, the steel 
panies were able to avoid paying 
jover tax on intermediate deals. 
When the British took control of the 
hr in 1945, only Herr Flick remained 
to represent the “ Ruhr barons ” who had 
helped Hitler to power, A race of man- 
avers had taken their place. But although 
personalities had gone, some families 
sull owned most of the key components 
of a few combines. The Krupp case was 
unique, for practically the entire combine 
was owned by the head of the family 
alone, while his rights and privileges had 
been guaranteed in perpetuity by Hitler. 
At the end of the war, all the leading 
Ruhr industrialists were for a time put in 
prison by the British, but the question 
of ownership of the combines was left 
in abeyance. The first tasks of the 
British were somewhat contradictory— 
to carry out the international dismantie- 
ment programme, and to get the prostrate 
coalmines and steelworks on their feet. 
Americans joined the British control 
bodies when the two zonal economies 
were merged, and British regulations on 
the deconcentration of Ruhr heavy 
industry were superseded by the famous 
“Law 27.” 


Trusts Broken Up 


The three Allies and the German 
trustees have managed to carry out the 
break-up of the trusts under Law 27 
with a remarkable measure of friendli- 
ness and agreement in spite of the fact 
that each party has given emphasis to 
different aspects of the work. The 
British regarded the operation principally 
as a chance to set right a social unbalance 
that had fostered the Nazis and believed 
they were preparing the way for 
nationalisation of heavy industry. It was 
at first not grasped by the British that 
the German people as a whole were sick 
of state controls, and that the trades 
unions were not opposed to cartels and 
trusts, provided that the unions secured 
joint management of them. Though they 
demanded the removal of the “ Ruhr 
barons” who had aided Hitler, trade 
union leaders themselves have had to 
take into account the fact that the 
paternal rule of the Krupp family was 
popular among the workers of Essen. 

While the British tried to help the 
trades unions, the Americans regarded 
Law 27 principally as an opportunity of 
introducing their anti-trust legislation 
and giving Germany the benefit of un- 
limited free competition among private 
enterprises. For their part, the French 
looked on Law 27 as a means of dis- 


couraging future German aggression, 
and, latterly, as an essential prelude to 
the Schuman coal-steel union. The 
attitude of the German industrialists 
and managers has been mixed. Bitter 
opposition has come from the old school, 
which regards socialism and trades 
unionism as anathema, and which has 
fought tooth and nail to retain the vertical 
trusts and cartels, On the other hand, 
the coal industry was not loath to free 
itself from steel, and some of the new 
race of managers have seen in the Allied 
law a chance to gain independence 
from Vereinigte Stahlwerke. Some 
German steel experts joined the board of 
trustees that has carried out the law 
because they hoped to mitigate the 
damaging clauses of Law 27 and to take 
advantage of the chance it offered for 
improving efficiency ; and much of the 
work was done by a leading Social 
Democrat accountant, closely connected 
with the trades unions. 


Inevitably, the Allied law has not 
resulted in such drastic changes as were 
envisaged in the first place by its authors. 
Cynics indeed doubt whether it has 
accomplished anything that the Germans 
will not undo as soon as they wish. They 
point to the symbo! of unchanging cartels 
in Essen. In the centre of that ruined 
city, a vast new building, much larger 
than the headquarters of the Schuman 
Pool’s High Authority in Luxemburg, 
houses the coal-selling monopoly which 
is due to be abolished on March 31st. 


But changes have nevertheless been 
made, and some of them probably are 
there to stay because enough Germans 
have an interest in keeping them. In the 
first place, it is unlikely that the trades 
unions will give up the right of co-man- 
agement that the British introduced into 
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the coal and stee] industries. Moreover, 
the deconcentration opened up chances 
for technicians to gain posts that they 
wil] not willingly abandon. Shareholders, 
too, are given a better chance, now that 
it is. forbidden for one man to hold a 
majority of shares with full voting rights 
in more than one company. Various 
clauses in the new model statutes 
imposed on the reorganised companies 
are designed to put an end to the system 
whereby bearer shares were held by the 
banks, who voted on them by proxy 
without consulting the holders. The 
banks’ representation on the boards of 
the steel companies is being stricily 
limited,. Measures have also been 
imposed to free the small merchant and 
the steel consumers from the grip of the 
big concerns, though in this field, it is 
doubtful whether the Allied effort will 
have a lasting effect. 


The German steel men are concerned 
above all at the way Law 27 has curtailed 
the power and security of the steel com- 
panies, by forbidding them to own all 
the coal they require for their own use. 
This is said to put the Germans at a 
disadvantage vis-a-vis the French com- 
panies, which own their own iron ore. 
However, it cannot be said that this part 
of the Allied law has so far affected the 
efficiency or profits of the Ruhr, particu- 
larly now that the German government 
has removed turnover tax on the sale of 
supplies to steel companies. On the con~- 
trary, the fact that steel production has 
risen to a figure exceeding the prewar 
output (considering the reduced area and 
population) indicates that the steps 
taken have not hindered—and in some 
ways have aided—the first stage of 
reconstruction in the Ruhr. 


(To be concluded) 


The “Secrets” of Yalta and Potsdam 


GOOD deal of excitement was 

caused a fortnight ago when. it 
was reported that the new Adminis- 
tration in Washington had decided to 
“repudiate” those parts of the Yalta 
and Potsdam agreements which helped 
to determine the present map of Europe. 
During his election campaign, President 
Eisenhower had made it plain that he 
shared the view held by so many Ameri- 
cans that there could be no permanent 
acquiescence in agreements which had 
brought about the enslavement of the 
satellite countries and the Soviet Union’s 
dominant position in Asia. What the 
Republicans had, perhaps, forgotten was 
the fact that these agreem:nts were 
entered upon in order to hasten the 
defeat of Germany and Japan and that 
President Roosevelt was cager, above 
all, to get the outlines of a world security 





organisation accepted by the Russians. 

It is now clear that Congress will not 
be given the chance to “ repudiate” 
Yalta and Potsdam. Instead, President 
Eisenhower is asking for a declaration 
that the Russians have “violated the 
clear intent of these agreements” to 
bring whole nations under their power. 
Congress will be asked to resolve that 
the United States is not prepared to 


accept any such “ interpretation” of the - 


wartime conferences, and will continue 
to “ hope that the people who have been 
subjected to Soviet captivity will be 
restored to self-determination.” What 
might have been a shocking diplomatic 
blunder has, fortunately, turned out to 
be a rather unimportant expression of 
indignation and faith, But what, in 
effect, were these agreements about 
which the American people feel such 
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real bewilderment? What were the 
“secrets” of Yalta and Potsdam ? 

The first problem with which the Big 
Three dealt was that of Germany, 
battered to its knees but ‘still fighting. 
“ Common policies and plans for enforc- 
ing the unconditional surrender terms ” 
were formulated; and it was decided that 
France should be invited to join the 
Allied Gentrol Commission. The actual 
zones of occupation, however, had already 
been drawn before Yalta by the Advisory 
Commission in London. Later on, at 
Potsdam, the actual zones of occupation 
in Berlin were determined, and had the 
new Administration insisted on blank 
“repudiation” the Soviet occupation 
authorities would now find themselves 
with a strong hand to play. 


Fait Accompli in Poland 


It was also decided at Yalta that a 
Commission for Reparations should be 
set up in Moscow, and that. the United 
Nations should be established on the 
lines laid down at Dumbarton Oaks. 
On this latter point the Russians 
accepted President Roosevelt’s draft pro- 
posals regarding the formula of voting in 
the Security Council and withdrew their 
request for a Soviet bloc of sixteen votes, 
obtaining in return separate representa- 
tion for the Ukraine and Byelorussia. 
The Russians also accepted, against 
Marshal Stalin’s strong feelings on the 
subject, the part which France was to 
be allowed to play in the occupation of 
Germany and in the deliberations about 
the UN statutes. The Big Three at 
Yalta also agreed to a Declaration on 
liberated Europe according to the prin- 
ciples of the Atlantic Charter. This 
meant the setting up of interim govern- 
ments representing all democratic ele- 
ments, and the holding of free elections 
as soon as possible. It was in this con- 
text, however, that Poland proved to be 
the knottiest problem. 

The Red Army was already in de facto 
control of Poland and the British and 
American representatives at Yalta knew 
perfectly well that they could either 
recognise Communist dominion of 
Poland and the creation of a puppet 
regime or bring their disagreements with 
the Soviet Union dangerously into the 
open. The actual provisions agreed to 
at Yalta, despite a cautious phrasing 
which tended to obscure the truth from 
public opinion in the West, shows that 
they chose the former course. It was 
stated that the Provisional Government 
of Poland, i.c., the Communist Lublin 
Committee, would be recognised if 
“broadened” to contain democratic 
elements from Poland itself and the 
exiled Poles in London. It was further 
stated that this Government of National 
Unity should pledge itself to hold free 
elections, but any sort of guarantee of 


Big Three responsibility was carefully 
omitted. Despite President Roosevelt's 
personal plea, Marshal Stalin had recog- 
nised the Lublin Committee as the right- 


ful government of Poland in advance of, 


the Yalta conference. It was by accept- 
ing an already existing reality that the 
statesmen at Yalta left the American 
conscience with a subject for continued 
remorse. It was further concluded at 
Yalta that Poland’s eastern frontier 
should follow the Curzon line and that 
Poland was to receive “ substantial acces- 
sions of territory in the north and west” 
at Germany’s expense. The actual 
drawing up, however, of the Oder- 
Neisse line took place at Potsdam, and 
by refusing to appear in a joint com- 
muniqué about it, the Allied negotiators 
at once made their disapproval clear. 

It was decided at Yalta that the agree- 
ment between Marshal Tito and Dr 
Subasitch of the exiled Jugoslav govern- 
ment in London should serve as basis for 
a new regime. Here again the Russian 

egotiators made important concessions 
to the Anglo-American point of view. 
They also agreed to study a British 
memorandum on the Italo-Jugoslav 
frontier question, and prepared an 
exchange of views on Iran, oil equipment 
in Rumania and the relations between 
Greece and Bulgaria. In each of these 
cases the Russians promptly disregarded 
what they had agreed to at Yalta. 

The only clauses agreed to at Yalta 
which can, in any way, be described as 
secret were contained in a _ protocol 
governing the conditions of Soviet par- 
ticipation in the war against Japan. That 
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this participation was urgent\, requested 
was due not to the timidity o/ the diplo. 
mats or the pro-Sovietr leanings of 
democratic officials, but to the insistence 
of the American Genera! §: 117. which 
had entirely failed to grasp ih: potential 
role of the atomic bomb, and {o; whom 
final attack on Japan with Russian 
assistance opened vistas of terrible losses 
in men. It was agreed, therefore, tha 
the existing Soviet hegemony over Outer 
Mongolia should be maintained, thy 
Dairen should be internationalised ang 
that Port Arthur should be leased to the 
Soviet Union. Furthermore, the 
Chinese-Eastern and South-Manchurian 
railroads were to be run i by 4 
Sino-Russian company. On all thes: 
points President Roosevelt undertook to 
obtain Chiang Kai-shek’s approval, Ip 
return, Marshal Stalin guaranteed ful! 


Chinese sovereignty in Manchuria 
Other clauses provided for th. 
Russia of southern Sakhalin and adjacent 
islands, and the occupation bh) 


return to 


the Soviet 
Union of the Kuriles. In the light of 
Japan’s swift surrender and the immense 
gains scored by the Russians in return 
for an eight-days’ war, one can now say 


that the Yalta price was too high. But 
it was paid for military as well as political 
reasons. The error made was to believe 
the Russians would observe what they 
had agreed to. The new Administration 
has now realised this and by stating that 
the Russians had “ perverted ” wartime 
agreements, President Eisenhower is 
placing the blame where it belongs, and 
not on his predecessors or on the Yalta 
and Potsdam agreements themselves 


Vigilance Drive in Eastern Europe 


HE Communists’ campaign of 

Vigilance against spies, traitors and 
saboteurs, which was given a tremen- 
dous fillip last month by the discovery 
of the Kremlin doctors’ plot, has become 
one of their major propaganda themes 
both in the Soviet Union itself and in 
Eastern Europe. Those in charge take 
care that there should be no lack of 
material for the leader writers and radio 
commentators. Hardly a week passes 
without a trial somewhere in Eastern 
Europe of some of the “dirty riffraff 
of society” who have sold themselves 
for “Judas dollars.” Last week, for 
instance, the trial in Prague of nine 
Czechs, alleged to have been in the pay 
of the British Embassy, was used to 
underline the “large-scale espionage,” 
“sabotage and terror” carried on by 
the British intelligence services. The 
subversive activities of the imperialists 
are all the more dangerous, it is said, 
because of the great number of enemies 
within the . gates—Titoists, Zionists, 
bourgeois nationalists, kulaks, re- 


actionary clergy, right-wing social demo- 
crats and so on. The “ internal forces 
of reaction” within the Soviet empire 
certainly do not lack variety. 

The exact significance of this spate 
of lurid propaganda and _ sensational 
trials is not easy to judge. No doubt 
Communist governments are genuinely 
frightened by the real and supposed 
activities of Western _ intelligence 
agencies ; they have their own tricks on 
their consciences. No doubt, too, they 
calculate that to magnify externa! dangers 
will help to distract attention from 
growing economic discontents al home. 
Moreover, assuming that where there 
is smoke there is fire, it is perhaps 
legitimate to conclude that the Russians 


‘may be seriously worried by the siz 


and activity of the opposition behind 
the iron curtain. If they are worried 
by the “remnants of unmasked parties 
or anti-Soviet groups” within the 
Soviet Union itself, they must feel all 
the more unsure of the stability of the 
satellite regimes. 
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A blueprint ts studied. Youth is guided by experience in 


the preparation of engineering templates, as it is guided 
in every other field of activity at Newton Chambers. 
For seven generations men have passed on their skill and 
recorded their knowledge, and in this way have helped 
to make Newton Chambers the thriving industrial 
community it is today. At Newton Chambers every 
present-day development rest on the sure foundation of 


hard-won experience. 


Newton Chambers 


& COMPANY LIMITED, THORNCLIFFE, SHEFFIELD 


HEAVY CONSTRUCTIONAL ENGINEERING, EXCAVATORS, INDUSTRIAL AND 
DOMESTIC HEATING APPLIANCES, FUEL EC ONOMISERS, IZAL AND OTHER 
CHEMICAL PRODUCTS, 
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THE ORGANISATION OF 


HENRY GARDNER 
& CO. LTD. 


(CAPITAL AND RESERVES, £1,800,000) 
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Steel! Britain needs it — that’s 
why Britain needs Caterpillar 
Diesel Tractors. Up and down 
the country you'll see them, 
splashes of yellow against the 
drab earth. The husky, ever- 
dependable “Cats” (world- 
recognised nickname for world- 
famous machines) are ripping 
off the earth’s crust; laying bare 
rich coal and ironstone seams to 
feed British Industry—and you. 
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among contractors and engineers the 
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the nation-wide organisation of the United 
Kingdom Caterpillar Dealers 
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New Policies in Coal 
I1—-Back to the Pits 


"THE speaking tour of the coalfields by leaders of 

ihe National Coal Board and the National Union 
of Mineworkers may be followed by an increase in 
productivity ; if so, the “national appeal” will be 
acclamed a success. If productivity does not rise, 
painstaking efforts will be made to explain why the 
campaign has failed. Revivalism of this kind can do 
no harm, and the “ pit-by-pit examination ” that has 
been mentioned may well do good. But it would be 
a pity if the speakers should return from the pits with 
the idea that what they say will have any necessary 
causal connexion with the output of coal this year ; it 
would be a great pity if the National Coal Board should 
confuse a campaign of this sort with the effective 
management of the most important industry that the 
country owns. 

Coal is having a bad time, and this year it is likely 
to have a worse time. The Coal Board’s commitments 
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COAL OUTPUT THRIGE REMOVED, 1947-52 ~ 


this year may well require 7 million tons more coal. 
Because 1952 was a leap year, 1953 will lose one day’s 
output (800,000 tons) ; the Coronatidn will cost at least 
another day’s output ; and the second week’s holiday 
for the miners will cost another 34 million tons. Pro- 
duction, therefore, begins with a handicap of some 5 
million tons compared with 1951. The board hopes 
to increase its exports by 2 million tons ; and inland 
consumption this year might well rise by 2-3 million 
tons as industrial output recovers. 

That would add up to an extra 10 million tons ; 
since output in 1951 exceeded consumption by about 
3 million tons, the extra output required is 7 million 
tons. There seems little room for drawing upon stocks, 
which (except for large opencast stocks) are already no 
higher in total than a year ago and are being drawn upon 
faster. Some extra coal through higher productivity 
does not seem impossible or even unlikely. But there 
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is nothing to suggest that the National Coal Board will 
find it easy to make up the balance. Productivity in 
the mines has mot yet turned upward after the 
decline of recent months. Nor can anybody in the 
industry, as Sir Hubert Houldsworth averred three 
weeks ago, produce any hard factual explanation for 
that decline. 
. 


If top management cannot explain fluctuations in 
output, it can hardly hope to control them. This point, 
which was underlined by the valuable but disconcerting 
paper on “The Pits of Britain” that Sir Hubert 
delivered before the Manchester Statistical Society 
three weeks ago, has implications that are far more dis- 
quieting than any static examination of the prospects 
of the coal industry. It raises once again the whole 
question whether the Coal Board can, in practice, 
effectively fulfil the responsibility that it has undertaken. 


BRITISH COLLIERY COSTS, 1951 
(864 PITS) 






Costs other than Wages (shillings/ton) 


Wages Costs (shillings/ton) 


Sir Hubert demonstrated, more clearly than anyone 
has ever done before, the bewildering diversity of 
the British coal industry. Two of his most telling 
demonstrations are illustrated in the accompanying 
charts. The first shows the development of 
coal output in Britain since nationalisation—on the face 
of it, a clear, easily. comprehensible, rising curve. This 
national curve is next analysed into the curves of output 
in the Coal Board’s nine divisions—at which, exeat 
simplicity. From the widely differing experience of 
the divisions, the chart passes to show the development 
of output since 1947 in the five areas of a typical single 
division, the North-Western. The picture shows little 
or no consistency among these areas. Yet even they 
are concerned with coal production “ once removed” ; 
there are on the average 18 pits in every NCB area, 
and each of those five erratic areas curves itself shows 
an aggregation of changes of output—up or down, wide 
or narrow—in all these pits. This is certainly the stuff 
to dissolve generalisations about coal. 





THE ECONOMIST, FEBRUARY 28, 1953 


Sir Hubert’s point that averages mean so little ig 
the coal industry comes out even more sharply in the 
“scatter diagram” on this page. This assembles the 
operating costs of 864 pits in 1951 in a form that com. 
pares wages costs per ton with all costs other thay 
wages ; lines very approximately indicating national 
average costs and the “ break-even ” line for | 
in that year have been added to Sir Hubert 
graph. The correlation here between wages and total 
costs is fairly close ; but the observer may be even mora 
impressed by the wide variety of cost experience that ig 
displayed. The chart indicates, for example, tha 
the lowest-cost pit in the industry was producing 
coal for about 27s. a ton, while coal from the 
highest-cost pit cost about 127s. a ton. And 
this illustrates merely one aspect of the diversity of the 
industry ; similar illustrations showing productivity 
above and below ground, or size of pit, also serve to. 
emphasise the variety of the industry, and 
the fact that a very large number of causal 
factors’ are at work in determining its 
pattern of productivity. 

This paper might be described as 4 
notable contribution to knowledge of the 
unknown in the coal industry ; but it is 
often salutary for people to learn what they 
do not know. By implication, it suggests 
that much of the reasoning and policy of 
the industry in past years may have been 
based upon partial or even practically 
meaningless data; that some of the 
decisions taken could have had at best only 
a fortuitous effect on the industry, and that 
effect not measurable. At first sight, it pro- 
vides the perfect crude case against any 
central management at all in the coal 
industry ; and it certainly strengthens the 
real case for devolution of much day-to-day 
executive decision. Yet if some of its 
implications, now and for the future, are 
acted upon, it may offer the board a new opportunity 
to mark out the tasks that only a national board can do. 
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MARGINAL TONNAGE : LOSSES ON THE LAs! 
PROFITABLE 12 MILLION TONS OF COAL MINED, 
1951 

Loss per Ton | Loss from ( lati 

“ Million ” in this this oil 
million million 
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Ii—Coal at a Price 


“In the national interest,” said Mr Humphrey 
vne, director-general of production of the National 
») Board, in his Cadman memorial lecture this week 
ne coal industry,* “ capital expenditure on means to 
: economy (in coal) should not be related to average 
«is of coal production, but to a very much higher 
soure.” Mr Browne was concerned with the industry’s 
ng-term plan; he was resisting the arguments that 
output objectives should be radically increased to 
: the estimates of greater demand in 1961-65 that 
some consumers put forward. He pointed out that 
-very increase in the output figure is likely to be accom- 
panied by a sharp rise in the cost of production of the 
“ marginal” tonnage. 
The “spread” of mining costs seems likely to widen, 
rather than to contract ; and Mr Browne is concerned 
lest in real terms it may cost Britain more to produce 
each extra ton of coal than it would cost to save it. 
A few days before this lecture, in a statement 
announcing an increase of 10 per cent in the price of 
coal in Britain, the National Coal Board proclaimed 
that it hoped “ still, thanks to the higher earnings of 
export coal, (to) provide the country with coal at less 
the (average) cost of production.” 


* 


Ii might be mischievous to over-emphasise the diver- 
gence of these two views ; but it is impossible not to 
notice it. As a responsible production executive, Mr 
Browne is surely groping towards an efficient economic 
device that can properly relate supply to effective 
cemand—a price, that is, based upon marginal costs 
of production. The Coal Board’s statement, on the 
contrary, remains imbued with a price policy that seems 

regard coal as a “welfare material”: this concept 

ails for output to match the inflated demand at prices 
based on average costs, or even lower (by dint of soaking 
‘he export customer). The {£43 million a year that will 
be raised from higher prices, it explains, will all be 
needed for the current operating loss that it would other- 
wise incur this year. Nobody should accuse it of any 
capitalistic wickedness such as recouping some of the 
money it lost last year, or paying off some of the accumu- 
‘ated deficit that it was already carrying forward. 

_ No figures have yet been published of the board’s 
nancial results for 19§2 ; but in terms of the “ spread ” 
of profit and loss across the goo pits in the industry 
there is no reason to believe that it will have altered 
much since 1951. In that year, about a third of the 
industry’s output was produced at a loss (before deduct- 
ing capital charges or profits tax); 29 per cent at a 
loss of a shilling or more a ton ; and nearly 12 per cent 

*Cadman Memorial Lecture, “Improving Coal Produc- 
bon,” Royal sagas eee , ee ee 


at a loss of 7s. a ton or more. The rise in marginal 
costs is illustrated in the table opposite, which shows 
losses on the least profitable 12 million tons produced in 
1951: on the “ worst million tons ” the Board lost some 


. £2 million, which indeed exceeded the board’s own 


final deficit of {1.8 million for the industry as a whole. 
About 60 per cent of the country’s anthracite and 30 
per cent of its coking coal output falls in the group 
showing a loss of 7s. or more a ton; it would be 
interesting to learn whether the NCB earns any net 
profit at all on these important types of coal. 

It must be noted that this loss on a large part of 
production—which in 1951 involved the board in 


COLLIERIES EARNING PROFITS AND INCURRING 
LOSSES, 1947-1951 
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Profit Earning 
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employing about 100,000 miners on whom it made a 
loss of £2 a week or more—is a result of deliberate 
policy. The board bases its price for coal on the average 
cost of production ; by definition, about half the pits 
in the industry will therefore make a profit and about 
half a loss (as the above table shows). In this policy the 
board has been supported by successive Ministers of 
Fuel and Power, by half of the members of last year’s 
Ridley Committee—and it would certainly be so sup- 
ported by most consumers. There is, indeed a wide- 
spread feeling in the Coal Board, that the Coal Industry 
Nationalisation Act of 1946, which instructs it to ensure. 
that its revenue shall not be less than sufficient to cover 
outgoings “taking the good years with the bad,” 
specifically precludes it from making a profit. This 
seems quite unfounded. It is truer to say that the Act 
precludes it from running at a persistent loss, and that 
the Government (with which the NCB, unlike other 
nationalised industries, has a “ gentleman’s agreement ” 
to confer on its price changes) would in practice prob- 
ably object to the board’s making a profit. And one 
consequence of charging a price based upon marginal 
costs would certainly be, at first at least, that 
the National Coal Board would make a large profit. 
Some advocates of marginal cost pricing have sought 
to avoid what they feel would be an untoward conse- 
quence (and big wage claims by the miners) by pro- 
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posing that the increase in profit resulting from a more 
rational system of prices should be skimmed off by an 
excise duty or tax. 

The economic case for marginal pricing is clear 
enough without such devices. The Coal Board ought 
to be making a profit. Mr Butler would in any case take 
a good prorortion of it through ordinary taxation, but 
there should be a balance for new investment. If coal 
were at the price that it costs to produce an extra 
ton, effective demand would become realistic, and 
investment in fuel-saving equipment would offer a 
real return. Sir Hubert Houldsworth said this week 
that consumers would not stand any addition to 
the price of coal; if the 1951 figures are still basically 

elevant, that view would really imply that the NCB is 
producing about 70 million tons too much coal each 
year, and employing perhaps a quarter of a million 
miners too many. Demand is almost certainly much less 


Wi—Can the Coal Board Manage ? 


Averages in coal are clearly dangerous. The ways 
in which they may mislead management and distort 
demand, and might possibly encourage excessive 
development in wrong places, have been mentioned. But 
if averages cannot be trusted, is effective central 
responsibility for the British coal industry necessarily 
rendered impossible ? It might be ; but it probably 
need not be. 

Obviously, the wide variety in “pit profiles” that 
the NCB’s latest research has illuminated shows that 
general policies for the industry as a whole cannot be 
expected to have any uniformity in effect. Divisional 
and area policies, too, may at times be even less useful ; 
the divergence between the circumstances of pits in 
any one area may well exceed the divergence between 
the averages of that area and the next. Such pit scrutinies 
cannot replace the general management of the industry, 
through the chain of command from Hobart House to 
divisions and thence to mining areas. But they may 
at once clarify and delimit the scope within which 
that general line of management can be more fully 
effective. 

At the same time, this method of analysis provides 
an additional tool for management. The mere statistical 
ranking of pits in groups according to their operating 
circumstances—as distinct from their broad geographi- 
cal location—should make possible specific studies at or 
from the centre and, in return, a new flow of empirical, 
tested advice from headquarters down to the pit 
manager. Eighteen pits scattered throughout the 
country may well have more in common, and more to 
learn from each other, than any of them has to learn 
from the other 17 pits in its own area; and only an 
adequate statistical organisation—necessarily at the 
centre—could ever find this out and draw the lessons. 

Given the present shortage of high-grade managing 
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elastic than this. But to raise the price a 
towards the long-term marginal cost might part 
guish the latent demand for 15-20 miilion 
coal that is now supposed to exist ; it would al! 
to rationing and coal allocation ; and it wou!d increase 
the supply of coal for export with no need to resort . 
double-pricing. It would, admittedly, raise ais 
throughout the economy by perhaps one or two per cent 
and raise the prices of other basic materials such as steel 
But the holding of prices artificially low is now beat, 
ning to be accepted as being harmful, because it distor 
the pattern of industry and prevents the best use of the 
country’s resources. e 
The National Coal Board would obtain obvyioys 
economic benefits (as well as some problems) from such 
a policy. But it would also gain great advantages ip 
being able to tackle its job of managing the coal industry 
properly. 


any rate 
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COSTS 


ability in the British coal industry, the most important 
example of this technique is Sir Hubert Houldsworth’s 
concept of “the 50 worst pits.” These can be ranked 
by cost, by profit or loss, by productivity. at the face 
or for the pit as a whole ; the groups do not coincide, 
but overlap. Even so, the ranking immediately throws 
up nearly 100 pits that need concentrated attention 
from the industry’s best managers. Eventually a residue 
might be left, to be notified to the division, the area, 
or the pit consultative committee with the recipe, 
“Cure by such and such a date or close.” 

Eventually, pit analysis ought to lead to the setting 
of operating standards. These might work both ways; 
the bad pit could be told to put up or shut up, and 
the highly-profitable pit asked why it was not producing 
extra tonnage that might cost more to mine elsewhere. 
Here the principle of marginal pricing would be f 
immense value. It is not easy to expect enthusiasm 
from a manager who is told: “ You can lose §s. a ton 
but no more” or from a profitable pit that is asked: 
“Why aren’t you producing some coal at no profit?” 
But to break even is the normal job of management 
in any industry ; and a price attuned to the marginal 
demand for coal would give every pit the responsibility 
to produce the maximum output while breaking even— 
or to show cause why not. 

Little effective use of management controls of this 
kind would be possible without the economic tool of 
marginal pricing. Without it, such studies will serve 
the purpose only of debunking and weakening existing 
management. The Coal Board can only gain by accept: 
ing the consequences of its new analysis. Moreover, 
the present Government ought logically to be less 
wedded to the idea of keeping basic materials too cheap 
than were its predecessors. The Conservative party ® 
office has wisely refrairied from forcing its own ideas _ 
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of decentralisation upon the coal industry. To allow 
coal and the other nationalised industries in practice to 
exercise their right to make a profit—and bring them 
: other ways more on a par with private industry— 
would be the most useful and far-reaching contribution 
it could make. 
Such a change of' policy would require new and 
‘ical thinking in the board. But a few recent deci- 
ions have suggested that a certain flexibility of mind, 
least, is not lacking. It would mean difficulties 
h its existing price structure, possibly with its 
bain of command—and probably with its miners. The 
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board might have to resume one of the responsibilities 
of top management—the duty to say “ No.” But the 
net advantages for morale in the coal industry, as well 
as for its economic management, might be considerable. 
The psychological effects. of feeling part of an old, 
decrepit, unprofitable industry struggling to raise itself 
by its bootstraps can be encountered in this industry 
at all levels from the coalface to the boardroom. To 
price coal rationally would not solve its material 
problems. But it might release springs of energy and 
imitiative at many points inside the industry—and 
radically alter public attitudes towards it. 


Size of the Budget 


7 N HATEVER role is assigned to the budget, the 
\ problem of deciding the form it should take 
grows more difficult year by year. For five years now 
Chancellors have worked on the Keynesian principle 
that budget policy should be an integral part of the 
wider economic policy, so that the shape of the budget 
should be moulded to fit the needs set by the expected 
or hoped-for’ patterns of the national economy as a 
whole—the patterns of national income and production, 
of consumption and investment, and of the balance of 
payments. The accumulating experience of this 
technique has not, however, made it easier to apply ; 
and many bewildered observers, impressed by the diffi- 
culty of measuring and forecasting the wider patterns, 
have lately been arguing that the revival of monetary 
icy makes the whole exercise unnecessary. 

In this they are certainly wrong. The return to 
monetary policy neither supersedes nor invalidates the 
Keynesian principle ; but it does undoubtedly make it 
much harder to translate that principle into specific 
budgetary proposals, because of the added difficulty of 
'orecasting—which in this context is a polite euphemism 
lor ““ guessing ’—economic behaviour. (By how many 
hundreds of millions, for instance, would a given 
variation in monetary pressure and interest rates reduce 
or raise the volume of private outlays on fixed invest- 
ment and stocks ?) For that reason, among others, it 
is at this stage almost ithpossible for the outside investi- 
gator to guess a “reasonable Keynesian shape for this 
year’s budget. Before that task can be usefully 
attempted, much more needs to be known about the 
wider patterns than has yet been revealed either by 
the official statisticians or by the Government’s state- 
ments of policy. 

Unfortunately, it is not only the principles of budget- 


making, in this fundamental sense, that are becoming 
bewilderingly complex. Even the apparently straight- 


forward exercise of appraising the trend of Government 
expenditure has its own complications that cause 
idespread confusion. This has never been more 


vividly demonstrated than by the diversity of conclu- 


sions reached this week by different commentators upen 


the civil estimates for the coming fiscal year. The first 
comments, supported by widely differing assortments 
of figures, implied that Mr Butler had wielded the 
economy axe to such effect that major reductions in 
taxation were already in the bag. Later commentators 
reached precisely the opposite conclusion, and pro- 
claimed that the earlier hopes of tax relief were 
“fading.” There is no doubt that in this matter the 
second thoughts were best—at least if the prospect is 
to be judged by budgetary accounting rather than by 
the Keynesian formula. But to draw a fair appraisal of 
the trend of expenditure from the tangle of supplemen- 
tary estimates, of changing subsidies and of “ counter- 
part’ aid requires some careful analysis. 

The total of the 1953-54 estimates covered by this 
week’s. vote on account was {2,457 million, showing 
a reduction of £96 million from the similar estimates 
issued twelve months ago and one of £255 million from 
the final estimates for 1952-53 (after allowing for 
supplementary votes). But these comparisons, upon 
which so many commentators relied, are gravely mis- 
leading. These so-called “ civil ” estimates include two 
principal ingredients of defence expenditure—the 
defence portion of the Ministry of Supply’s vote and 
the vote for the Ministry of Defence. They also 
include the expenditure side of the “ self-balancing ” 
account for the Post Office. If these three items are 
abstracted, the total provision for civil and revenue 
departments in 1953-54 becomes {2,089.5 million, and 
the reduction from the corresponding original estimates 
for 1952-53 rises to £134 million, while the reduction 
on final estimates for 1952-53 becomes almost 
£280 million. 

The first refinement of the figures therefore 
‘appears to make the comparison more favourable. 
On this occasion, however, there is a_ special 
complication arising from the fact that an important 
element in last year’s budget could not be brought into 
the budget accounts, and therefore did not show in the 
so-called “ original ” estimates for the year. Most of 
the cuts in subsidies, which were to save £160 million 
in a full year, were not brought into effect until the 
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Government had granted its promised countervailing 
reliefs in social payments (at a cost of £80 million 
in a full year) and these reliefs required separate legis- 
lation. To make a fair comparison now, therefore, this 
net saving of £80 million, which was an integral part 
of the budget for 1952-53, ought to be treated as if it 
had been reflected in the “ original ” estimates for that 
year. On this basis, the reduction in civil expenditure 
projected for 1953-54 proves to be only £54 million. 

This comparison, undoubtedly, is much more fairly 
indicative of the trend of civil expenditure than the 
£280 million decline that is shown by comparing the 
original-estimates for 1953-54 with the final estimates 
for the current year. In the first place, it is probable 
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THE RISE IN “ ORDINARY” 
(£ million) 


EXPENDITURE 


1952-53 1953-54 | Change 
Original Final Original Oricin al 
Estimates *' Estimates 1] Estimates | Retinvaton 
Su 

Jefence (before $ aid) ........... 1,6.36-8 174-6 
Civil HeXsis Gave scapes keene aoks 2,045-3 55-1 
Revenue Depts. .......scessesss- 44-2 + 9-8 
Total Supply Expenditure .......... 3,726-3 +-120-3 


Total Supply & 


xpenditure E : 
Consolidated Fund Services....... 670-0 )t 4+- 45-00)t 


7 |4396-3 4165-3 


Reconciliation with Budget Accounts : 
Add 
Post Office (net charge) . 





Subsitties, etc.. saving omitted .. — 80-0 
Deduct 
Defence AMS oc sis ccvrieccdeces ~ 140-0 — §5-0 
Basis adopted for “ Financial State- 
kk cha inp Whe & peta gent 4 4 256-3 3-5 
* After deducting {80 million of net savings from cuts in subsidies envisaged in 
budget of 1952 - + Including £51-3 million for defence supplementaries and £266-9 
million for civil expenditure, less £121-5 million reduction in Ministry of Food estimate 
to allow for subsidy cuts) { Hypothetical; official estimate not revealed until Budget 


day 


that the civil supplementaries voted this year—totalling 
{267 million gross or £145 million net, after allowing 
for last summer’s revision of the subsidies estimate— 
will not be fully expended. Secondly, at least 
£41 million of these supplementaries was required to 
finance an unexpected inflow of stocks, partly for 
strategic reserves and partly for the trading depart- 
ments. Thirdly, it would obviously be rash to assume 
that there will be no supplementaries for other purposes 
in the coming year—the impending requirements for 
flood damage and the recent provision for.the Export 
Credits Guarantee Department are good examples of 
the fortuitous stresses that may arise. Hence, although 
it may be reasonable to hope that, in the absence of 
any serious deterioration in the international situation, 
supplementary requirements in 1953-54 may be 
smaller than in recent years, the only prudent basis 
for judgment now has to be the “ original ” estimates 
in both years. 7 

On this basis, therefore, there is only £54 million 
of prospective savings in civil expenditure to set beside 
the rise in defence expenditure disclosed in the White 
Paper published ten days ago. Even at this point, there 


7 
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is room for a difference in interpretation. Defence 
expenditure, as brought into the budget accounts ‘ 
now shown after reduction by the “ sterling counter. 
part. ” of the dollars received as “ defence-support” 
aid from the United States. In this coming year the 
estimated receipts from aid are put at £140 milliog, 
compared with only £85 million brought igi 
the accounts for 1952-53. The proper basis for com. 
parison of defence expenditure is, however, not the 
reduced figure brought into the budget accounts, by; 
the gross figure shown in the defence estimates. 

These estimates, including the two items excluded 
from the civil accounts, put defence outlay in 1953-54 
at £1,637 million, or £175 million more than wa 
originally estimated for 1952-53. In other words, the 
saving expected from civil expenditures represents Jess 
than one-third of the additional sum that is to be spent 
on defence. Supply expenditures as a whole show an 
increase of {£120 million. 

Even this is not the whole story. The feature of 
the civil estimates, considered in detail, are a substan- 
tial rise in social expenditures (education, housing and 
local grants, national health, assistance, insurance and 
pensions together require £126 million more than was 
estimated twelve months ago), modest reductions in 
minor services, and one really sweeping reduction. 
This sweeping reduction is in the vote for the Ministry 
of Food, which is put at only {110 million for 1953-54, 
compared with £375 million twelve months ago and 
with £254 million after last summer’s reduction that 
allowed for the budget plan for reduced subsidies. Part 
of this net reduction of £144 million in the 1953-54 
estimate reflects the operation, for a full year, of these 
cuts in subsidies, and a smaller part reflects the further 
changes in subsidies recently announced, most of which 
will take effect later in the year. But a substantal part 
of the Ministry’s “ savings ” is of quite a different kind: 
it arises from the fact that some of the more important 
of these changes in subsidy arrangements are associated 
with a discontinuance in Government trading, so that 
the Ministry of Food, instead of adding to its stocks 
as it has done this year, will next year be liquidating 
stocks. 3 

This particular reduction in Government expendi 
ture (which probably exceeds the net reduction shown 
in prospective civil expenditures as a whole) wil! not, 
therefore, afford any relief at all to the national 
economy in its entirety. Either its total stocks of essential 
foods will be run down, or private traders will have 
to find finance for stocks that in recent years have bee 
financed through the budget. If allowance is made for 
this factor, the true increase in the strain imposed by 
the Government’s “ supply” expenditures is seen [0 
be substantially more than the net £120 million dis- 
closed by analysis of the budget accounts. 

Finally, it must be noted that the provision for 
“ Consolidated Fund Services,” the amount o! which 
is not revealed until budget day, will also be ‘argct 
than was provided twelve months ago, owing ‘0 the 
increased cost of the national debt. If the amount for 
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these services is put at, say, £670 million, or £45 million 
more than the 19§2-53 estimate (which did not allow 
for the effect of the 4 per cent Bank rate), the total 
shove-line expenditure would be just under {4,400 
million, compared with £4,231 million envisaged by 
budget for 1952-53 and £4,054 million actually 
spent in 19§1-§2. 

The comparison with the actual expenditure in the 
year now ending will, of course, look less ominous than 
this. because of the heavy supplementaries and also— 

‘he budget statement itself—because of the crediting 
of defence aid. But, for the reasons already given, this 

mparison is misleading. In any case, though the 
current year will show an above-line surplus, this is 
likely to be only about one-third of the sum that Mr 
Butler envisaged last March, after allowing for the net 
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savings from cuts in subsidies, while the deficit shown 
“ overall” is likely to be twice as large as in 1951-52 
despite the crediting of defence aid this year. 

Next year, moreover, the full effect of the personal 
tax reliefs granted twelve months ago will lop another 
£50 million from the wilting revenue, whilst the yields 
from EPL and from Mr Gaitskell’s suspension of the 
initial allowances (changes that in any case are likely to 
diminish business savings by more than they curtail 
business investment) cannot become important before 
1954-55. In Short, the story told by the conventional 
Budget accounts is a sombre one ; and those who pin 
their hopes of tax relief to a cold-shouldering of the 
Keynesian principle should think again. In present 
conditions, the postwar principle in budget-making may 
be more genial than the old. 


Business Notes 





lax Concessions for Overseas Profits 


AN interim report of the Royal Commission on the 
FX Taxation of Profits and Income, published this week, 
is concerned with the single question: “ Is the taxation net 
wn too widely or too narrowly in relation to the taxation 
United Kingdom residents on overseas profits?” The 
publication of an interim report in advance of the main 
report follows a request from the Chancellor for guidance on 
a problem which is currently causing difficulty, namely, the 
frustration of overseas tax concessions by the present basis 
of assessment to United Kingdom tax. At the same time 
he hinted that an advance report on the whole problem of 
taxing overseas profits would be acceptable. The Com- 
mission has not been able to meet this informal suggestion, 
for reasons that are entitled to respect—it could only give 
pnority to one aspect of its enquiries at the risk of prejudice 


dra 
of 


F to the rest. 


The Royal Commission suggests three measures to meet 
particular difficulties encountered by some concerns engaged 
in Overseas trading. All are reasonable and urgent and they 
merit consideration in the budget. The first is concerned 


} with unilateral relief of tax imposed on overseas, profits. 


Bilateral double tax conventions now subsist between Britain 
and many overseas countries by virtue of which the British 
taxpayer can obtain relief for the taxes paid to overseas 
countries. But some countries overseas remain outside the 


| System and in such cases the British tax authorities grant 


unilateral relief to the taxpayer limited to three quarters of 
the overseas tax that he pays to Commonwealth countries 
and to one half of the tax paid to foreign countries. It 
has been argued that these limitations (which can have 
serious effects, particularly for profits earned in India and 


Pakistan) preserve for the United Kingdom an inducement 
to other countries to enter into double taxation agreements. 
The Commission considers that traders in “ unilateral” 
countries are unfairly denied full relief and recommends that 
the present limitations on unilateral relief should be 
removed. 


The second recommendation is that the taxpayer should 


have the option of excluding from assessment such part of 
his overseas profits as is shown to be “ unremittable.” This 
obvious reform has been adopted by the Inland Revenue 
as an administrative concession and they, apparently, would 
prefer to keep it so. The Commission politely but firmly 
declares that “ it seems to us the kind of discretionary power 
with which the board ought not in fairness to be invested.” 


* 


The third recommendation concerns the specific point on 
which the Chancellor asked for guidance. Where there is 
full double tax relief, the level of overseas tax (if it is less 
than the United Kingdom rate) does not affect the taxpayer 
since it is fully credited against his liability to British tax. 
Thus if an overseas country reduces its rate, or makes any 
special concession in the computation of taxable income, the 
British trader is not affected ; all that happens is that the net 
collection of the United Kingdom authorities is increased. 
Many overseas countries, particularly the Colonies, have 
sought to attract new capital by means of “ Pioneer Indus- 
tries Concessions,” but the double tax credit system nullifies 
the incentives they are trying to give. The Commission, 
well aware that to extend such reliefs to the United 
Kingdom assessment would give a real preference to British 
taxpayers who invest their money abroad rather than at 
home, recommends that agreements should be made between 
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the United Kingdom and such overseas countries whereby 
the British taxpayer would receive credit in his assessment 
for the tax which has been spared to him by virtue of speci- 
fied tax concessions abroad. But some obiter dicta on this 
concession seem open to question. “ The relief,” says the 
report, “ is directed to the assistance of the trade, not of the 
individual. In principle, we think that it should not be... 
passed on to the individual investor when profits come to be 
distributed.” But a rider follows: “ The difficulty is that 
the purpose of the relief may be thwarted if the individual 
who is asked to find the money is not to get the benefit con- 
ceded to the venture.” The Commission, many people will 
feel, adopts a grudging attitude and is then forced to admit 
its dilemma. But the issue is left for decision in a review 
of the whole question of the taxation of corporate profits 
and their distribution to individuals. 


Codes and Claims 


Prine Commission leaves for further consideration the 

wider aspect of the taxation of overseas profits. This 
involves two distinct claims asserted by the British tax 
system—to tax all income arising here, no matter to whom 
it belongs, and to tax residents in the United Kingdom no 
matter where their income arises. This system was 
defended by the 1920 Royal Commission on the grounds 
that any departure from it would give preferential treat- 
ment to British residents who employed their capital 
abroad ; it would give a bonus on the export of capital. 
The present Royal Commission, however, is clearly 
impressed by the fact that the British system now has 
almost no counterpart in other countries, most of which 
give preferential treatment, either by complete exemption 
or by charging lower rates, to profits earned abroad. It has 
also noted the anomaly which enables overseas profits to 
escape British tax provided they are earned, not directly 
by a United Kingdom resident but through the inter- 
mediary of an overseas subsidiary even though the indepen- 
dence of its local board may be “more ostensible than 
real in some cases.” It records the considerable volume 
of criticism based on the alleged handicap suffered by 
British concerns competing abroad with concerns that are 
not subject to comparable *tax burdens but reserves 
judgment: 

A mere complaint that the United Kingdom rate is 
disastrously high is a different thing from a complaint that 
there is something amiss in our tax system, so far as it 
affects overseas profits. . . . It seems clear to us that any 
major departure from the existing scheme would involve 
far-reaching measures, constituting for the first time in the 
history of our tax code an absolute differentiation between 
home profits and overseas profits and the incidence of taxa- 
tion upon them. 

At the same time the report makes it clear that, whatever 
may be the Commission’s ultimate verdict on this larger 
issue, it cannot on grounds of practicality accept the claim 
that overseas profits should be taxed not upon their total 
sum, but only on that part of what is remitted to this 
country. To many this will be the greatest disappointment 
in the report, but the Commission rehearses the objec- 
tions—the complicated accounting, the difficulty of defining 
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remittances, the possibilities of avoidance which Were j 
issue in Hall v. Marians—which the remittance basis a 
bring with it. 

Apart from this flat rejection, the interim report 


x Shows 
that the Commission preserves an open mind on the major 
issue. There are indications that it baulks at giving , 

5 


preference to one class of taxpayer but that is a princip)s 
that is modified by expediency even in its own recom, 
mendations, And in fact the tax system abounds jn such 
preferences—industrial buildings have depreciation allow. 
ances but commercial buildings do not ; businesses with 
low profits in the opening year score off those which haye 
high profits ; agricultural landlords may be feather-bedded 
but urban landlords are not. If the Royal Commission js 
eventually persuaded that the present system of taxation js 
detrimental to overseas businesses (surprisingly |ittle 
comment is made on this point in the report) and thy 
a decline in overseas holdings and trade is inevitable unless 
it is changed, such admirable general principles of equality 
may prove sufficiently pliable to admit practical measure; 
of reform based on the harsher fact that otherwise there 
may be no overseas profits left to tax. 


Coal and the Consequences 


HEN the British consumer has to pay about 5s. 6d.a 
W ton more for his coal next week he will still be getting 
it at probably £2 a ton less than the last ton of it costs to 
produce. The case for basing the price of coal upon marginal 
rather than upon average costs of coal production is 
examined in an article beginning on page 585 of this issue, 
Given the present policy based upon average costs, how- 
ever, it is not easy to see how the National Coal Board will 
need £43 million to cover its expected deficit this year 
without recovering anything from the deficit for 19§2 or the 
arrears of deficit accumulated from earlier years ; and the 
board has not provided any detailed explanation. 

Last year, however, the board skimped its increase in 
price well below the increase in costs that it could foresee ; 
this year it cannot be blamed for making a more liberal 
provision against contingencies. Leaving out the cost of 
the recent increase (less than £6 million this year), and 
allowing for certain concessions on bonus payments, extra 
holiday pay for the Coronation, and added provisions for 
depreciation and research (which cannot be very large on 
current account), the amount to be obtained might suggest 
that at present the board is running at a deficit of perhaps 
£6-£8 million a quarter. 

The expected round of consequential increases seeis 
likely to follow. The rise of 10 per cent in coal for elec- 
tricity will cost the British Electricity Authority about 
£10 million, which they will pass on towards the consumer 
in the bulk supply tariff. The gas industry in 1951-5? 
paid about £100 million for its high-grade coals, so that 
this increase may cost it, too, about £10 million. The Iron 
and Steel Corporation of Great Britain, as soon as the rise 
in the coal price was announced, asked for an immediate 
increase of about 1-14 per cent in the price of steel, which 
represents about 10s. a ton on the average price of finished 
steel. The current home price of steel still contains a 
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element to cover the extra cost of importing steel at last 
ears rate. Though a large amount of steel is still being 
brought in, the rate of imports will obviously fall, leaving 
~ extra room inside the home price. On the other hand, 

- major rise in steel prices was probably 15s. a ton less 
, costs might have justified, and many producers have 
s; recently been earning the permitted margins. This 
mediate increase in steel prices will no doubt be granted ; 
iy there may be a case for some general review of the 
nt make-up of prices before any further major altera- 


s are agreed. 


THE ! 


Defence and Industry 


uz Defence White Paper throws little new light on 
T defence production. Expenditure in 1953-54, is 
expected to be in the region of £650 million, a few millions 


| more than in 19§2-§3. Under the original programme, the 


annual cost might now have been approaching £850 million 
a year. The White Paper is equally reticent about the way 
in which the cut of £200 million has been achieved. For 
the American terseness of the “ stretch-out,” the White 


Paper substitutes “so far as possible the curtailment of 


earlier production plans will be brought about by spreading 
deliveries of equipment over a longer period,” but in the 
dext sentence it adds “ it is the policy of the Government to 
accelerate the production of the most advanced types of 
equipment.” There would not appear to be many oppor- 
tunities, except perhaps in capital construction for the Navy, 
of spreading deliveries without the weapons becoming 
obsolete, and it is safe to assume that there have in fact been 
drastic cuts in outstanding orders. These are certain to be 
more severe in terms of volume than the monetary estimates 
suggest, for new equipment is usually more costly than the 
designs that it replaces. In another context, the White 
Paper contains the comment that much of the rise in the 
1953-54 defence estimates is due to rising costs. 

Since production for the Air Force has risen, the absolute 
cuts have been borne by the Army and Navy. Stores for 
the Navy have been reduced ; it is reasonable to suppose 
that some of the longer-term shipbuilding schemes have 
been postponed. The re-equipment of the Army with 
Centurion tanks has been going on steadily since the end of 
the war, and future deliveries will be limited to normal 
replacement. This means that, unless overseas buyers can 
be found, there will have to be a drastic reduction in 
the rate of output in the country’s three major tank produc- 
ng factories, one of which came into production only a few 
weeks ago. The American Government recently signed an 
order for $89 million for Centurions to be delivered to 
Nato countries, several of which have already placed similar 
orders on their own behalf. 

The Army appears also to have reduced the numbers of 
military vehicles it had on order. Production in the coming 
year is being concentrated on special types of service 
designs, and no reference is made to orders for general 
purpose lorries that differ only in their paint from the 
motor industry’s civilian commercial vehicles. Here again, 
it 1s doubtful whether the motor manufacturers will be able 


to find immediate alternative civilian employment for 


capacity released by the Army, 


Aircraft Production 


XPENDITURE on aircraft is expected to rise sharply ; 
E instead of a fifth, it now represents more than half the 
total sum allotted to production. Several of the new pro- 
duction lines laid down during the previous two years are 
beginning to deliver completed aircraft, and the Air Force 
is at the moment getting Canberra bombers from four 
different factories, as well as day-and-night Venom and 
Meteor fighters and the newer Swift. With luck, delivery 
of the Hawker Hunter and the Valiant bomber should take 
place within the period covered by the estimates, and the 
Navy should also begin to get delivery of some of the 
fighters and anti-submarine aircraft on order. In addition 
there is a steady stream of trainer aircraft. The Air 
Estimates, which cover payment per completed aircraft 
delivered, show a rise from £111 million to £140 million. 

The arrival of the new fighters and bombers has meant 
that requirements for the older types of Canberra, Venom 
and Meteor are no longer so large or so pressing as they 
were when these orders were first placed. But some of 
the cuts being made in these orders will not become 
effective immediately. The Air Force needs every Canberra 
that it can get today, and the pressure of demand will not 
be reduced for some months. Work at the foundries making 
components for the aircraft factories, however, is already 
being cut back. Whether the industry can use. this 
breathing space to find overseas buyers to employ this 
capacity when the revised RAF needs have been met is a 
critical question for the industry. In the past’ twelve 
months, its labour force has expanded slowly from 177,000 
to 206,000 (nearly 100,000 short of the numbers that would 
have been required to meet the original programme). Some 
of these workers are already engaged on civil aircraft that 
share equal “ super-priority ” with the newest RAF designs, 
and more men will certainly be needed for this work as 
military production slackens. But this applies only to cer- 
tain factories, and, as in the tank factories, the defence cuts 
confront the industry with a serious problem of finding 
alternative employment for capacity specially created to 
meet the abandoned programme. 





HOW MUCH DEPRECIATION ? 


The Economist Intelligence Unit compiles index 
numbers showing changes in the cost of replacing 
industrial and other assets. Indices available : — 


Plant: 


machine tools, mechanical handling, printing, 


chemical, electrical, food processing, 


tanning, textile, foundry. 


Also agricultural machinery, factory buildings, 
commercial vehicles, and office equipment. 
A descriptive leaflet may be obtained from 


THE ECONOMIST INTELLIGENCE UNIT, 
22 Ryder Street, St. James’s, London, S.W.1 
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The Government would like to see this extra capacity 
preserved intact, if under-employed ; machine tools and 
factory space can be put on a “care and maintenance ” 
basis, but skilled labour cannot, and after its long job of 
gathering these skilled men the industry feels that they 
constitute an equally important part of effective capacity. 
The production of civil aircraft and military equipment for 
export may provide the answer, and design teams in the 
defence industries appear to be supporting the Ministry of 
Supply’s determined bid to turn this country into the 
arsenal for Europe. But the protracted course of negotia- 
tions with the Americans for off-shore purchase of aircraft 
shows that there is more to such sales than straightforward 
questions of price and performance. The Government may 
find itself under pressure to give the defence contractors 
almost as much assistance during the period of adjustment 
as they gave during the period of active and urgent 
re-equipment. 


Two Shifts a Day 


OUBLE day-shift working is a way of economising 
machines, not men. When a machine is worked for 
two consecutive shifts a day—say from 6 a.m. until 2 p.m. 
and from 2 p.m. to 10 p.m.—its output can be practically 
doubled. The same number of machines can turn out 
twice the work—which will require twice the labour ; or 
half the number of machines can turn out the same amount 
of work, with roughly the same number of workers. In 
an industry where capital costs are high in comparison with 
labour costs, this faster utilisation of the machine, allowing 
amortisation at a quicker rate, may be particularly useful ; 
and in an industry attempting to step up output with a 
limited investment in factory space and more modern equip- 
ment, double loading of the more efficient machinery may 
increase productivity with no more labour than might be 
required to operate the whole of the factory equipment on 
single-shift (though with higher weekly wages costs). The 
more that a machine is used, the faster the return on 
the capital it represents, and the more likely it is to 
be worn out and needing replacement by the time that 
it is becoming obsolescent. In this country, where 
obsolescence is not a thing that the average manufacturer 
worries about, a high utilisation of machines can have a 
positive effect upon the quality of the plant generally in use. 
Certain other advantages may accrue from this and other 
types of multi-shift working. Fuel costs for heating and 
possibly for power may be reduced a little over the two 
consecutive shifts, since one period of warming-up may be 
dispensed with; and since a larger proportion of the 
factory’s work will be done at off-peak hours for electricity 
supply, some advantages may be achieved in electricity bills. 
All the cost advantages have to be balanced against higher 
wages costs, since higher rates are paid (for example, pay 
at the rate of 45 hours for a 374-hour week on double- 
shifts). There was considerable adoption of the system 
for a short time after the fuel crisis in 1947, and it has 
been operated here and there in Lancashire by firms 
using new equipment that “would not be economical if 
run single-shift.” 
Probably 2 million workers in Britain work on a multi- 
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shift basis, mainly in cyclical or continuous 0 


od perati 
as coal mining, iron and steel making, oil Par 


5 i » Chemicals ang 
other process industries ; most of these are on three shifty 
or on simple day and night shifts and few factories tise 
the double day-shift. In 1947 an official Committee 
reported that double day-shift working mig}; make 4 
useful contribution to output ; the Government and the 
TUC (with reservations) agreed ; but little was heard 


thereafter. Employers then objected—and man, 
to the reduction in working hours and increase in overtime 
payments that it involves, and trades unions are appre. 
hensive about its effect upon family life. However, the 
Minister of Labour has this week again commended this 
form of shift working to the National Joint Advisory 
Council ; and the council has gravely agreed that it may 
be useful—in particular cases. 


do now~ 


Subsidising Productivity 































HE various “ measures to increase productivity” {oy 


which the Government has this week announced ix 
readiness to make about {3,200,000 available are not ven 
clearly defined—and some of them do not appear particu. 
larly well judged. The money, which is to be set aside 
from “counterpart funds” of American aid, includes {1 
million for “ short-term loans to small and medium-sized 
British firms for equipment and reorganisation of plant”; 
£1 million for the expansion of research into factors affect. 
ing efficiency, and technological studies (possibly including 
a contribution towards a technological institution of univer 
sity rank); £457,000 for a production advisory service, 


especially for smaller concerns ; £254,000 as the British 
contribution towards a productivity agency to be established 
by OEEC ; £178,000 for publicity to increase industria 
efficiency ; and £321,000 “ to be kept in reserve and to bk 
allocated as necessary among the above projects ” in agree 
ment with the London mission of the Mutual Security 
Agency. 

It is not easy to judge the extent to which this represents 
money that the Government has agreed to spend in ay 
case (for example, whether this would include its conti § 
butions to such organisations as the British Institute d 


Management and the British Productivity Council) ot 
whether the initiative comes from the MSA. Tkf 
Government is already committed to supporting an increase 
in higher technological education, and exhortations by 
poster have been a familiar feature of the factory landscape F 
for years. The revolving fund for loans to smal! business, & 
with the object of “ increasing productivity with consequent 
lower prices to consumers” would not seem to offer any 
material new contribution to the ordinary sources o! inane 
for business enterprise—though apparently it might be pre 
pared to finance rather riskier schemes than the Industrial 
and Commercial Finance Corporation (which is in any 4 
to advise it). On balance, it seems unnecessary, and maj 


lead to some administrative duplication. The ,dvisory 
service for small business ”—which echoes a du>ious pi 


posal considered last year—may have some po sibiliues 
But it is not clear that existing production consultancy 8 
particularly inadequate to meet demand, and the ‘1c of t 
Board of Trade’s Production Efficiency Service might 
borne in mind. 
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t aside Axnytoay engaged in marketing who still believes that y 
— advertising can function as an independent selling force should keep away from us. Advertising : 
re Sf is a wonderful thing in its proper place—and that place is third in the marketing process. Ahead me 
cluding of it come the product and its selling, both of which get from Masius and Fergusson the lion’s a 
a : share of creative thought. my 
Bri i Is this significant? In an advertising agency that believes it is producing some of the most = 
57 _ : practical and compelling advertising to be seen today, it is highly significant. It means, in simple = 
d to be words, that our clients get more service for their money. Rightly our service to our clients should a 
| - : begin with the product. If the product does not exist, we should help to create it. _If it does i 

! exist, then the client should look to us for criticism of every aspect of it: for trade and consumer ‘ : 

Ce ; reaction to it; for suggestions to modify or improve it in light of consumer-research or trial - 3 
je marketing; for its packaging and presentation; for its pricing and trade terms. When trade ‘ . 
rs 7 : selling begins clients can expect us to maintain close contact with sales force and wholesalers, a 
. & / retailers and consumers. ey 
ons Of These activities are not confined to any one department of the agency. Our copywriters and 3 + 
a visualisers must be salesmen and fact-finders as well as writers and artists. Given preliminary as 
wae : co-operation of this close and intimate nature, the advertising usually becomes self-evident. In 
aa i solving the larger problems of merchandising the advertising clicks into place. 

be pre E Masius and Fergusson’s is a philosophy that demands an agency-client relationship that y = 
— amounts to full and free partnership. Those firms who are ready to work with us on this basis find | 
ind may it both practical and profitable. We, for our part, know no other way of letting an advertising 

<2 . * agency earn its keep for its clients, 

ibiliues. & 
‘tancy 8 MASIUS & FERGUSSON LTB. 
te of the Incorporated Practitioners in Advertising 
night be 
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molten metal is poured Into 
specially prepared moulds 


THAMES 
BOARD 
MILLS 
Li). 


manufacturers of ** Thames Board ”” and **Fiberite’’ Pac king Cases 





have pleasure in announcing that 


| PROGRESS IN 
| ELECTRONICS 


ANY of the great technical achievements of this age stem 
from scientific investigations that have led to improve 
ments in the properties of materials. This is especially true of 
| the electronics industry. 
| The rapid progress in electronics has been marked, for 
| 
| 


THEIR PLANT AT 
PURFLEET, ESSEX 


is in 
instance, by the development of new and improved magnetic 
materials. One of the most important of these is an efficient 
anisotropic or directional permanent magnet. Another is 4 
magnetic ferrite of exceptionally high permeability eminently 
suitable for the cores of high frequency inductances. A third isa 
non-metallic permanent magnet which is actually a true ceramic. 
All these remarkable materials, which were pioneered in this 
country by Mullard, have had a considerable influence upos 
the design of better and more compact electronic components 
and apparatus. Their successful use is due in no smal! measure 
to the work undertaken by the Mullard Applications Advisory 
Service, which is itself backed by a comprehensive research 


organisation. 


MULLARD LTD., CENTURY HOUSE, 
SHAFTESBURY AVENUE, LONDON, W.C2 


PRODUCTION AGAIN 


after the recent floods 


a ia aie dee ae 





The Company wishes to thank the many 

“ 4 

friends who offered help and encouragement 
Xu 

during the time of difficulty. 
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Redundancy in Tinplate 


<i) Steel Company of Wales has decided to stop pro- 
q duction next week at the remaining 12 tinplate hand- 
mills that it operates in West Wales, and to lay off (it hopes 
only temporarily) the 3,500 workers employed in them. 
Since the beginning of February these handmills have been 
operating only on a four-day week ; orders have not been 
obtained for a volume sufficient to justify even this pro- 
duction, and the works have been producing largely for 
stock. The company has now roughly a million boxes of 
tinplate in stock, which represents some five months’ pro- 
duction from its handmills at the recently reduced rate. 

Last month with the agreement of the unions concerned, 
ten other tinplate works in West Wales were closed per- 
manently ; the Steel Company of Wales is not closing the 
remainder of its handmills because it counts upon a recovery 
in demand by the second half of this year. It has been 
growing increasingly difficult in recent months to sell British 
tinplate abroad, while there and at home consumers are 
becoming much more discriminating and insisting upon the 
better plate produced from the new cold-reduction mills. 
Full operation of the Trostre plant has increased the 
capacity of the industry by almost 50 per cent. 


The “ Free” Cruzeiro 


HE new free market in foreign currencies began to 
T operate in Brazil this week. The initial quotation for 
sterling was 107 cruzeiros, with later (but still largely 
nominal) quotations between 100 and 106, compared with 
the official rate of §2. This substantial depreciation in the 
free cruzeiro might at first sight suggest that Brazil has 
taken the drastic and logical way out of its over-pricing 
policy, namely, that of a depreciation in the exchange value 
of its currency. So far, however, such an interpretation 
would be incorrect. The new free market is rigidly restricted 
in its scope—though it may yet prove the thin end of the 
wedge for a general devaluation. On the supply side the 
lree market in foreign exchange is to be fed by inflow of 
capital and the sale of certain exports. Any new capital 
invested in Brazil by foreign countries will be convertible 
into cruzeiros at the free market rate. Payments for exports 
from Brazil, however, are to be eligible for the free market 
rate only if the commodity concerned represented less than 
4 per cent of the value of Brazil’s total exports during the 
past three years. This rules out the two main exports, coffee 
and cotton, which together represent nearly three-quarters 
of the whole; they will continue to be paid for at the official 
rate of exchange—or, presumably, through barter deals 
such as that negotiated recently with the Gloster Aircraft 
Company. Even for eligible exports, the scope for free 
market payments is restricted to prescribed (and variable) 
percentages of the invoiced amount—the proportion being 
determined by the authorities by reference to the extent of 
overvaluation of each commodity in terms of cruzeiros. 

On the demand side, the supply of “cheap” cruzeiros 
will be available to meet financial remittances from Brazil. 
It is a moot point whether “ financial remittances” covers 
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the repayment of commercial arrears—whether in fact the 
clearing of such arrears is to be regarded as a current com- 
mercial transaction or the repayment of a debt, ie., a 
financial transaction. There have been hints from Rio de 
Janeiro that the Brazilian authorities will incline to thé 
second interpretation and will, therefore, try to clear their 
commercial arrears, if they do so at all, by applying the free 
rate of exchange to the cruzeiro payments that have been 
made by the local debtors. On the basis of the opening 
rates, this would cut the dollar, sterling and other foreign 
exchange equivalent of these cruzeiros by more than half. 
The creditors concerned should be forewarned about this 
probable intention of the Brazilian authorities. 

Certain British exports to Brazil are to continue to receive 
the benefit of cover from the Export Credits Guarantee 
Department. The exports eligible for this cover, despite 
the general ban on export credit business with Brazil, will 
be spare parts of British machinery and equipment, which 
are necessary to maintain such machinery in working order. 
The terms of cover have been made appropriately severe. 
The policies will guarantee exporters only 75 per cent of the 
commercial, political or transfer risks involved, and the 
premium payable will be at the steep rate of 3 per cent of 
the full invoice value of the goods. This is an obvious case 
where departure from the general embargo was justified. 
The terms demanded should ensure that these facilities are 
not abused. 


Rising Imports 


HE value of imports into Britain in January, although 

much below that for January a year ago—at {290 
million, compared with £357 million—was the highest since 
last May and 10 per cent above the average monthly value 
for the second half of 1952. The detailed import figures 
for the month indicate that the trend of the latter part of 
last year is continuing: imports of food and raw materials 
are increasing while imports of manufactured articles 
continue to decline slightly, partly in consequence of the 
quota restrictions. Compared with the monthly average for 
the second half of 1952, food imports were up slightly, 
principally because of larger purchases of dairy products 
and fresh fruits ; but the really notable increase occurred 


_ in raw materials—they were £10 million above the average, 
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The Index to The Economist is now 

published quarterly. Subscription 

rates at 5/- a year; single copies 

are priced at 2/- each. The Index 

to Volume CLXV (October to 

December, 1952) is now available 
from: 


The Publisher, 22 Ryder St., St. James’s, London, S.W.! 
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at £124 million. Three commodities account for most of 
this rise—wool, owing to the large amount of Australian 
and New Zealand clip coming forward early this season ; 
hides, with’a sharp rise in purchases from Argentina though 
not to the level of two years ago ; and raw cotton. 


The month’s exports, though continuing the recent 
improvement, were only £8 million more than the monthly 
average for the preceding three months, at £218 million. 
Wool again played a leading part, with exports at 12 per 
cent above the previous quarter’s average. Cotton goods 
exports were well maintained; metals and engineering 
products also did well; and the downward trend in the 
export of vehicles was checked—those of passenger cars 
actually improved. 


Meanwhile, the terms of trade, which were steadily 
improving during 1952, deteriorated slightly last month. 
The Board of Trade index, which measures the “ export 
cost” of imports, fell from 105 in January, 1952, to 94 in 
December, but rose to 95 in January, 1953. The index of 
import prices (now 19§2=100) was unchanged on the 
month at 93, but the export price index, at 98, dropped 
back by one point, to its November level. The index for 
metal and engineering products disappointingly dropped 
by two points, to 101, sharply reversing the trend of 1952 
—and doubtless reflecting an increase in competition in 
foreign markets. 


Distant Cotton Futures 


HE recent decision of the Liverpool Cotton Association 
- to admit private limited companies to full membership 
(which has hitherto been restricted to individuals and 
partnerships), stimulated discussion, and some wishful 
thinking, on the prospects of re-opening the Liverpoel 
cotton futures market which was closed in 1940. Raw 
cotton prices are now two to three times what they were 
before the war and taxation has changed beyond recognition. 
There are understandable fears that individual members 
would find it too difficult to finance cotton futures trans- 
actions. The association, however, wisely recognised 
the need to attract capital and is granting membership to 
private companies in the expectation that they will find it 
easier than would individuals and partnerships to raise 
capital. 

In announcing this foresighted move, the association 
cautiously added that “ no immediate prospects can be seen 
of an early re-opening of the market.” The cautionary note 
is understandable, even granted the improvement in the 
balance of payments. Last year’s reduced level of imports 
of cotton cost £128.3 million (compared with {258.7 
million in 1951) and cotton from the United States cost 
£35-3 million (compared with {40.6 million in 1951). 
The creation of a futures market would increase the call 
for dollars, for closing purchases of futures and also for 
enabling Liverpool dealers to hedge on the New York 
cotton market. Moreover, foreign business would have to 
be undertaken if the market was to have any meaning, and 
there would be some risk of greater British disbursements 
of dollars in return for less required currencies. These 


- war makes it imperative that exports should not be allowed 
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considerations will certainly weigh with the ay 
And last month the Government announced the restoration 
in the autumn of private trade in wheat and other grains. 
involving, perhaps, double the dollar payment; required fgg 
cotton purchases, for last year’s wheat and coarse grain 
imports cost £70.6 million in dollars. 


Since reopening of a futures market is unlikely for Some 
considerable time, the cover for future delivery made avail. 
able by the Raw Cotton Commission to spinners, whether 
they have contracted out of buying through the com. 
mission or not, remains of great importance. Abou , 
third of the cotton used in this country is bought by cop. 
tracting out spinners. Will the commission be able tp 
offer future cover if more contract out ? This questiog 
is vexing spinners. The government must by now have 
policy on this matter and should announce it soon so thy 
spinners may know and study the implications of contrag. 
ing out at the next option in June. 


horities, 


Cars, Steel and Customers 


HE motor industry’s allocation of steel for the first tw 
T quarters of the year is not expected to be any higher 
than it was at the end of 1952, but steel no longer 
appears to be the limiting factor on production. It is likely 
that the industry is now able to get all the maicrials that 
it is preparéd to use, and a rough figure of half a million 
cars for the coming year seems to represent about as many 
as the industry expects to dispose of at home and abroad 
at current prices. This compares with a total output of 
448,000 cars in 1952, when supplies of matcrials wer 
restricted, especially in the spring and summer, and with 
the peak figure of 522,515 cars reached in 1950. Last year, 
28,000 fewer cars were produced than in 1951 and, on th 
industry’s own figures, §9,000 fewer were exported. More 
than 138,000 cars were delivered to the home market com 
pared with about 106,000 in 19§1, and in the winter new | 
cars were being registered at the rate of more than 21,00 
a month. There is always danger in interpreting thes 
figures too closely, for new registrations, like television 
licences, never seem to correspond with the numbers of new Ff 
cars or receivers actually sold. But the trend, if it continues, f 
suggests that the industry may soon be selling half :ts output 
at home. 


Nearly 310,000 cars were exported last year, and the 
amount of new capacity that has been installed since the 





































to fall far below this figure. Whether or not the salts 
resistance that the industry is meeting at home is wholly 
due to fears of a change in the rate of purchase tax, «8 
unlikely that the home market will be able to absorb 
many new cars at today’s prices at it did in 1938. Two 
companies, Ford and Standard, are expected to bring out 
completely new cheap cars this year ; the small Standard 
should appear before the summer, the new [ord i 
the autumn. The industry has a capacity for about 
800,000 cars a year. If production during January—<s 
mated at 40,000 cars—correctly indicates the industry$ 
reading of current demand, some drastic revisions of both 
the designs and prices of British cars seem to be called for. 
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THE DHOWS: Into the ae) Bs The advantages of being here and there 


northern arm of the harbour <x ey As the only British Bank with branches in Spain and 

‘image wae Sf Portugal as well as throughout Latin America, we can 
at Moembacs, Kanye, couse offer you special services—either direct or through your 
dhows of every shape and ee ‘so neon YJ ans — own bank. These services are set out clearly and concisely 


in our leaflet “The advantages of being here and there.” 
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Other London Offices: Australia House, Strand, W.C.2 and 8 Princes Street, E.C.2 
Over 650 Offices in Australia Assets £229 Million 
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internationa! bank 


to help yoy! 


HE fastest growing nation in the world 
offers rich rewards to those who seek them 


And international banking sry ice js hers 
alert to meet your acelk 

With more than 400 branches iq 
Canada, Great Britain, the 
U.S.A., and the West Indies, 
and Ww ith correspondents in 
other countries—The Bank of Nova 
Scotia is in fact an International 
Bank equipped to give you authoritative 
information and expert cuidance og 
currency regulations, credit or any of th 
many banking and financial problems and 
details connected with l'rade. 


other branches. In Cube: Havana 
and 6 other branches. In Puerto 
Rico: San Juan, Fajardo and 
Santurce. In Dominican Republic: 
Ciadad = Trujillo. 
ponudents all over the world, 


GENERAL OFFICES: 
44 King St. West, Toronto 


New York Office: 37 Wall St. 
London Office: 108 Old Broad St. 
in Jamaica: Kingston and 16 


And foTre- 
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But anyone familiar with ceramics would 
know that it is a piece of world-famed 
Delhi blue pottery. 
Through years of specialized study, the 
ceramics expert has attained a high 
degree of skill and discernment 
in his particular sphere and this 
is also true of the National 
Bank 
rivalled knowledge of eastern 


of India and its un- 
trading. Asa result of many 
years of continuous experience 
the National Bank of India can 
provide 


now 


much information 


vital to the success of modern trading 





; ventures. Your enquiries will be welcome 
at the Head Office or at any of the Bank's branches, 


NATIONAL BANK OF INDIA LIMITED 





ae 


Branches 1% > INDIA, PAKISTAN, CEYLON, BURMA, KENYA, TANGAN- 
YIKA, ZANZIBAR, UGANDA, ADEN and SOMALILAND PROTECTORATRS, 
Bankers to the Government im ADEN, KENYA COLONY, ZANZIBAR and 
UGANDA, 


Head Office: 26, BISHOPSGATE, LONDON, £.C.@. 








The oldest inhabitant 


Somehow, he seems always t 
have been part of the village. 

















None can remember it without 
recalling him, for his wise advice 
and local knowledge have helped 
both young and old. 


For many businessmen, it is 
equally hard to think of Australia 
and New Zealand without recall 
ing the Bank of New South Wales. 
For, as the oldest public company 
in the South-West Pacific, its experience and knowledge 
of local conditions are unrivalled. And as the large! FF 
commercial bank there, with over 850 branches and 
agencies, it can give every assistance to its customers. 


Zealand, 


For your ventures in Australia and New 
consult and use — 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 HEAD OFFICE: SYDNEY, AUSTRALIA 


MAIN LONDON OFFICE—29, Threadneedle St.. EC? 
D. J, M. Frazer, Manager 
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Fewer Tramps At Sea 


E annual report of the Chamber of Shipping, presented 
. ‘o the annual meeting on Thursday, examined some 
of the considerations that govern the long-term replacement 
and development of different sections of the British merchant 
fect. During the course of the year, deliveries of new 

tonnage practically balanced disposals and tanker 
‘onnage increased by nearly 300,000 tons gross ; but foreign- 
gi ag dry-cargo tonnage of tramp type declined by some 
400.000 tons gross. This continued fall in the strength of 
the tramp fleet has been a striking feature of the last two 
vears. At the end of June, 1950, there were 587 tramp 
vessels in the foreign-going category, totalling 3,136,000 
tons ; a year later this had fallen to §13 vessels of 2,793,000 
tons ; and on June 30th last the figures were only 443 vessels 
and 2.383,000 tons gross. Of the total tonnage now under 
construction or on order for British shipowners, one-half 
is accounted for by tankers, just over one-quarter by cargo 
liners, and only one-tenth by tramps. 


1K 


The tanker fleet is continuing to expand because, in the 
long view, it is reasonable to expect that world consumption 
of oil will continue to increase ; and many of the tankers 
yet to be built have already been engaged on time charter. 
Those who provide liner services, by the nature of their 
trade, must do their best to ensure that replacements become 
available as older ships wear out, despite high shipbuilding 
costs. Tramp owners, on the other hand, have not the 
same compelling necessity to build ; and since a new tramp 
ship costs upwards of £500,000 to build, with delivery 
three years ahead, it is not surprising that tramp shipowners 
are showing some hesitation in committing their diminishing 
resources to the unknown, particularly in view of the burden 
of current taxation. The Chamber has reiterated its warn- 
ing that, so long as taxation prevents the retention of 
sufficient of the industry’s earnings to allow the replacement 
of obsolete ships to be financed, the United Kingdom dry- 
cargo fleet must inevitably decline. With it will decline 
the ability of the industry to earn invisible exports. 


Presses for Aircraft 


i. aircraft industry and the Ministry of Supply have 
long been discussing the provision of giant hydraulic 
presses for airframes. Pressing rather than fabricating air- 
frame components reduces their weight and may well reduce 
their cost—but neither side is prepared to put up the neces- 
sary millions. A company on the fringes of the aircraft 
industry, High Duty Alloys, has come forward with an offer 
'c install the presses if the industry and the Ministry can 
give some reasonable assurance of employment for them. 
High Duty Alloys is at present working almost wholly on 
the stamping and precision forging of aircraft components, 
ranging from compressor blades to undercarriage sections, 
to remarkably close tolerances. After experience of presses 
of up to 3,000 tons, the company has spent over half a 
million pounds on erecting a 12,000 ton press, which was 
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shown to the industry this week. This is probably the 
biggest press available for work of this kind outside the 
United States, and if it is to be employed effectively for the 
aircraft industry, the design of some components will have 
to be modified so that they can be pressed out in one piece. 


There remains the unproven question of the value of 
large presses of the kind now being built in the United 
States. Full sized models of aircraft sections that could 
be produced on a press of up to 30,000 tons have been 
prepared and it now rests with the aircraft industry to say 
whether or not it will co-operate with High Duty Alloys 
to the extent of providing enough work to make investment 
in a bigger press commercially possible. 


Relaxing Sulphur Controls 


HIS week the Ministry of Materials ceased to control 

both the supply and the use of sulphur—except for 
the manufacture of sulphuric acid. At the end of last year 
the International Materials Conference, in announcing the 
sulphur allocation for the first quarter of 1953, said that 
supplies were improving, and the future of the allocation 
system is now being discussed in Washington. Stocks of 
sulphur in this country stand at 170,000 tons, twice their 
level at the end of 1951, and in order to reduce them, the 
Ministry of Materials is taking only a small allocation of 
48,500 tons for the first quarter of this year. 


Britain’s sulphur problem, so far as it exists today, is one 
of dependence on overseas supply ; about 95 per cent of 
the country’s natural sulphur requirements come from the 
USA. The dollar cost last year was equivalent to {5.5 
million. About 300,000 tons of sulphur were imported and 
two-thirds of this went to the acid-producing industry. 
This provided about 600,000 tons of acid and a further 
900,000 tons were produced by acid plants that had been 
converted from using elemental sulphur to using pyrites. 
Some additional supplies of raw material came from the oil 
refineries and gas works. Production of sulphuric acid, at 
1,§00,000 toms, was 100,000 tons less than in 1951, but 
falling output in some of the biggest acid-using industries 
reduced the demand during the year. Production in these 
industries is rising again, which perhaps explains why the 
Ministry still feels it necessary to retain some control over 
the use of sulphur for acid production. 


But less than half the country’s supply of sulphuric acid 
was made from sulphur last year, and this year the propor- 


tion is likely to be even smaller. The oil refineries at Stan- - 


low and Fawley are expected to yield about 22,000 tons of 
sulphur in a full year, equivalent to 60,000 tons of acid, and 
the anhydrite plant being put up jointly by several of the 
biggest acid users is expected to be producing 150,000 
additional tons of acid by 1954. This suggests that future 
requirements of imported sulphur may remain, after allow- 
ing for a rise of acid consumption and allowing also for 
economies in the use of acid, well within and possibly well 
below a figure of 300,000 tons a year compared with 
440,000 tons in 1950, before the sulphur scare started. 
But the high capital cost of the anhydrite, pyrites and 
sulphur recovery plants means that this measure of inde- 
pendence has been achieved at a price. 
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DISTRIBUTORS OF JAPANESE IRON, STEEL AND NON-FERROUS METALs 


KYODO SHOJI (U.K.) LTD. 


BRITISH COMMONWEALTH AND EUROPEAN REPRESENTATIVES OF THE 


KYODO KOEKI KABUSHIKI KAISHA 


TOKYO, JAPAN 


18 BUCKINGHAM GATE, Tel.: TATe Gallery 8482 
LONDON, S.W.1. Cables: Japsteel, London 


Suppliers of 


BILLETS BLOOMS SHEET BARS PIG IRON WIRE RODS 
SIEMENS MARTIN MILD STEEL PLATES LLOYDS QUALITY SHIPPLATES 

SIEMENS MARTIN HRCA SHEETS SIEMENS MARTIN HIGH CARBON RAILS 
SIEMENS MARTIN MERCHANT BARS SIEMENS MARTIN MILD STEEL SECTIONS 
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American coal as well as of dollar wheat. Since total 


arbitrage transactions through London amounted to $170 


million, it seems that the Germans must have been the 


THE BOON 
SHORTER NOTES 
The international agreement on German debts, which 
was circulated to the various governments concerned in 
ss draft form on December oth, will be signed on February 
anh ‘he Germans will then have just over a month in 
which to settle the quite complex technical details about 
the vz on of bonds and the issue of coupon sheets before 
the first interest payments fall due in April. 


i 


The Bank Deutscher Lander has estimated that com- 
arbitrage transactions through London in the last 
$2 saved Germany no less than $80 million on 
dollar imports ; the Germans made heavy purchases of 


mercia! 
part ¢ f 





BOWATER PAPER. In style, the full 
accounts of the Bowater orgamisation—the 
largest newsprint group in Europe—set a 
vandard which many other companies may 
envy. Yet nowhere in its 90 glossy pages 
can be found the actual sum that the company 
wrote off its stocks last year. In their report, 
the directors refer to “a material diminution 
in the value of the substantial stocks of raw 
materials and finished goods.” 

that only £71,750 was withdrawn from 
reserves especially set aside for just such a 


contingency ; the fall in stock’ values was 
met almost entirely by drafts upon profits. 
As the group's trading profits have slumped 


from £11.405,953 to £7,629,028, and as the 


Years to Sept. 30, 
1951 1952 


£ £ 
11,405,953 7,629,028 
11,410,217 7,636,983 
1,450,823 1,476,838 
5,045,317 3,017 114 
3,361,355 1,798,290 
283,500 285,500 
15* 15 
2,671,166 1,136,418 
200 


44,303 


bsidiaries . 


forward 


20.485 


et analysis :— 
ine ess depreciation .. 18,082,476 20,304,398 
Net Sets........e.e0+ 16,317,766 13,924,441 
‘ 16,346,597 19,378,404 
3,610,471 3,304,389 
10,258,279 11,600,459 
11,533,561 13,009,869 
tafe ; 2,700,000 3,600,000 
ck at 33s. 6d. yields {8 19s. per cent. 


id on ordinary capital of £3,600,000. 


Cok value of the group’s stocks has risen 
116,346,597 to £19,378,404, share- 
crs may feel that a fuller explanation 
id be in order. 

_ Shareholders, who have again received a 
Cvidend of 15 per cent, may also be a little 
Puzziec by the directors’ references to future 
prospects, They admit that prospects are 
ull obscure ” and then add that they are 
appeared 'o be” and that the outlook for the 
vusiness “continues to appear to be not 
‘actory.” Cautious judgments are not 
Cur of place in a directors” statement, but 
there are considerable difficulties in imterpre- 


tauion here. 
"kT . ™ 
These points are the more noticeable 


UNSatis 


unpromising as at one time they 


main customers under the experiment. 


* 


The expected legislation amending the Commonwealth 
Bank Act and the Banking Act (both of 1945) was intro- 
duced by the Australian Government on February 1oth. 


These proposals (discussed in a business note in The 
Economist of November 15th last) are designed to separate 
more completely the Commonwealth Bank’s central bank- 


the trading banks. 


| Company Notes 


because the group elsewhere provides a wealth 
of information, including detailed accounts 
of its major subsidiaries. Among the most 
promising developments set in train by the 
group and ns subsidiaries is the construction 
of new paper mills in Tennessee, at an esti- 
mated cost of $55 million. Part of the 
proceeds of the £5,400,000 issue of unsecured 
loan stock (raised since the date of the balance 
sheet, September 30, 1952) has been utilised 
to pay off a bank loan of £3 million incurred 
in connection with the provision of the equity 
capital for the new subsidiary that has been 
formed to operate these new mills. Following 
this new venture, the directors have decided 
to provide centralised administrative control 
of its subsidiaries’ activities in North America 
by establishing a new holding company, the 
Bowater Corporation of North America. 


* 


ENGLISH ELECTRIC. The imme- 
diate question posed by the full accounts of 
English Electric is whether the company will 
have come once more into the capital market 
for new money. If the high level of activity 
in the group’s workshops in 1952 reflects a 
permanent growth in activity, rather than a 
temporary bulge caused by rearmament 
orders, then the consolidated balance sheet 
figures suggest that the raising of more 
permanent capital may be a live issue in the 
company’s board room. ~ 

In spite of the receipt of about £3,200,000 
from the cash issue of ordinary shares at the 
beginning of last year and the receipt of a 
further £500,000 from the privately placed 
issue of a debenture stock, the group’s bank 
overdraft increased from 5,861,474 to 
£9,389,380 ; and this excludes the overdrafts 
incurred by Canadian subsidiaries, which also 
increased over the year. By far the greater 
part of the new money raised in the capital 
market was used for fixed assets, for the 
group spent in the year £2,502,079 upon 
buildings and plant. Hence the faster tempo 
of activity in the group’s factories, which is 
reflected in higher working Capital items, has 
had to be financed either by tem loans 
‘or by ploughed back profits (on which taxa- 


ing and trading functions, and to amend the system of 
Special Accounts in such a way as to reduce the extent of 
the control that can be imposed by the Government upon 


tion imposes a very effective limit). How 
quickly the group’s output has responded to 
the demands for Canberra aircraft and for 
heavy electrical equipment can be gauged by 
the rise in the gross book value of stocks 
and work in progress from £34,774,543 io 
£46,233,332 ; even when payments received 
on account are deducted from these figures, 
the net book value of stocks shows an increase 
from £21,046,196 to £28,146,589. 

These figures indicate a remarkable expan- 
sion in turnover. They explain why the 
group’s trading profits have advanced from 


Years ending 


Dec. 29. Dec. 27, 
1951 1952 
Consolidated earnings -— £ £ 
po | Ae poeapr 4,762,088 5,948,403 
Total imcOee ic os twinks castes 4,883,170 5,995,648 
ENN 6s Ci vcansaniccntes 934.645 1,121,968 
SE a bck c Sn cnawNidnd bebe 2,286,611 2,909,516 
WOR DOG, iii dg cikadosewnvitaue 1,326,721 1,383,057 
Ordinary dividends ............ 325,121 418,013 
Ordinary dividends (per cent)... 15 15 
Retained by subsidiaries ....... 194,17T 239.190 
General reserve. ...........2.4: 550,000 600,000 
Added to carry forward........ 188,434 57,562 
Cons. balance sheet analysis :— 

Fixed assets, less depreciation .. 8,970,312 10,314,812 
Net current assets............. 14,439,957 18,415,381 
WON is Ss wih nnnue de eWe ae kese ve 21,046,196 28,146,589 
COU dicta tidn evineunesss cues he 666,935 528,322 
Bank overdraft... .csscesesssss 5,861,474 9,389,380 
MONON. ons ceenaccie ds eaee 9,232,011 13,091,270 


4,128,520 5,308,097 
£1 ordinary share at 58s. 9d. yields £5 2s. per cent. 


£4,762,088 to £5,948,403. At the same time 
they also explain why the directors’ first 
concern must be with the reinforcement of 
reserves and not with equity dividend pay- 
ments. Indeed, there can be few grounds for 
criticising the directors’ decision to maintain 
a dividend of 15 per cent on the increased 
capital, But the low yield currently offered 
by the ordinary shares does not give them 
much room to manceuvre should they con- 
template the possibility of a further issue of 
equity shares. 


* 


DECCA RECORD. Two black marks 
dim the brightness of Decca Record’s latest 
preliminary statement. The first is the fact 
that the statement is nearly twelve months 
out of date, for it refers to the financial year 
that ended on March 31, 1952. The company 
can no doubt erase this blot in future. But it 
can do nothing itself to eliminate the second 
—the incidence of EPL. Decca is called on 
to bear the full weight of the levy at a time 
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when it is beginning to earn the rewards from 
the pioneering developments that were set in 
train in the base years that have been chosen 
for the assessment of the levy. This com- 
pany’s achievement—and the price it is now 
paying for enterprise—has little or no con- 

ection with “ fortuitous profits arising from 
rearmament.” 

The advance in trading profits from 
£652,000 to £1,200,000 shows how hand- 
somely these new developments are beginning 
to pay; the directors explain that this 
improvement reflects “a substantial increase 
in turnover,” particularly in overseas markets 
where sales increased by as much as 50 per 
cent. At the moment the company must be 
earning even bigger profits, for the directors 
add that in the current financial year total 
sales, especially in export markets, show a 
further increase. But a major part of the 
resulting earnings will have to be set aside 
for taxation; the provision of £33,000 (out 
of a total taxation provision of £423,000) for 
EPL on profits earned in the first three 
moaths of 1952 is only a nasty foretaste of 


what is to come. 
The clear prospect that this unpleasant 
dose of medicine will become a strong 


purgative has not deterred the directors from 
passing some part of the benefits of develop- 
ment to equity shareholders; they have 
raised the ordinary dividend from 1124 to 
150 per cent in line with the advance in net 


Years to Mar. 31, 
Consolidated earnings :-— 1951 1952 
+ 4 
Trading proGt ......ssscccssece 652,000 1,200,000 
Depreciation .........ceccceces 149,000 194,000 
Tee... oxiddeswee te oikes 105,000 423,000 
Net profit SS kas ae et 258,000 377 000 
Ordinary dividends aan 64.500 94,006 
Ordinary dividends (per cent) ... 1123 150 
Development reserve 100,000 146,000 
Added to carry forward 43,000 119,000 
1s. ordinary share at 23s. 6d. yields £6 8s. per cent. 

profits from £258,000 to £377,000. This 


decision can be interpreted as marking the 
change from a period of development to an 
era of consolidation and trade expansion. 
Another indication is the decision to capitalise 
£520,322 from reserves in order to issue four 
enew ls. ordinary shares for every one held 
and then to consolidate these five ls. shares 
into 5s. units. If it were not for the bogey 
of EPL, there would seem a reasonable 
chance that the company would pay more 
than 30 per cent on the new units. 


* 


LEYLAND MOTORS. The low yield 
of just over 54 per cent on the £1 ordinary 
stock units of Leyland Motors at the current 
price of 95s. is less justified by the company’s 
dividend record than by the predominance of 
the company in the commercial vehicle 
industry. Last year Leyland certainly lost 
nothing of the lead over its competitors, some 
of whom were finding it difficult to secure 
fresh orders, whereas new contracts were 
swelling Leyland’s order book. It is not 
surprising that in the year to September 30th 
the group’s trading profits should have 
increased from {2,026,907 to £3,359,290, 
though these figures have to be interpreted 
carefully: profits for the latest year include 
a full year’s earnings from the recently 
acquired subsidiary, Albion Motors, whereas 
in 1950-51 profits included only two months’ 
earnings from this company. But the plain 
evidence of a successful year is to be seen in 
the advance of the parent company’s trading 
profits from £1,693,484 to £2,155,903. 

Such figures suggest that the directors will 
have to find—or, perhaps, have already found 
—strong arguments to justify the mere 
maintenance of the ordinary dividend at 
25 per cent. This dividend indeed is payable 
on a bigger ordinary capital ; but the increase 
in equity capital (from £1,350,000 to 
£1,827,920) represents the ordinary shares 


issued in exchange for the share capital of 
Albion Motors, and on the evidence of last 
year’s profit figures it is very far from being 
a burden. The directors can also point to 
the increase in the provision made by the 
group for taxation (from £1,014,885 to 
£1,760,394) ; but this increase has by no 
means absorbed the whole of the advance in 
gross profits; net profits are returned at 
£928,612 (against £571,857) and £765,000 
(against £500,000) has been transferred to a 
general reserve. On the evidence of the 
preliminary statement, shareholders may be 
forgiven for feeling that Leyland’s directors 
have failed to crown a year of bright achieve- 
ment. 
s 


HOOVER. The recession at home and the 
import restrictions imposed by some of the 
Commonwealth countries have found victims 
other than the textile companies. Among 
these Hoover Ltd. has now to be placed. 
In the year to December 3lst the group’s 
profits before tax fell from £3,014,894 to 
£1,602,721, and though the reduction in taxa- 
tion (from £1,268,738 to £724,351) provided 
a cushion, the company’s net profits were 
nearly halved at £648,897, compared with 
£1.212,508 in 1951. The slump in trade 
and profits took place in the last nine months 
of 1952; in fact, in the first quarter of the 
year sales were higher than in the corre- 
sponding period of 1951, though this increase 
probably reflected a forestalling of the Austra- 
lian import restrictions. 

Of the group’s three principal lines of pro- 
duction, only the exports of fractional horse- 
power motors showed any resistance to the 
fall. in demand, but exports of vacuum 
cleaners and washing machines were badly 
hit. Hoover’s experience last year once again 
emphasises the vulnerability of those indus- 
tries engaged in the production of durable 
consumer goods in the time of falling demand. 
Hoover have suffered a defeat, rather than a 
débacle, but its shareholders have not 
remained unhurt. The dividend on the ordi- 
nary shares has been cut from 35 to 25 per 
cent and that on the “ A” Is. ordinary shares, 
the company’s employee shares, from 
3s. 3.0315d. to 10.9815d. a share. At the 
current price of 21s. 3d. the 5s. ordinary 
shares yield 5{ per cent. 


* 


i. AND R. MORLEY. I. and R. 
Morley, the hosiery and underwear manufac- 
turers, are among those textile companies 
that suffered severely from last year’s reces- 
sion in the clothing trades and from the fall 
in raw material prices. The company appears 
to have been caught with appreciable stocks at 
the height of the boom in commodity prices. 
Companies with a limited tophamper of stocks 
were able to ride out the storm, but I. and R. 
Morley had to jettison some of its cargo by 
writing down stock values. 

In the year to December 31st £293,000 
was written off stocks, representing well over 
half of the painful fall in trading profits from 
£509,023 to £84,532. After providing for 
depreciation, directors’ remuneration and 
taxation, the company reports a net loss of 
£79,362, compared with a net profit of 
£152,640 in 1951. The directors have in fact 
found the wherewithal for a 9 per cent divi- 
dend (12 per cent was paid in 1951) only by 
drawing on the carry forward to the extent 
of £93,262 and by writing back £50,000 from 
general reserves. Although the company had 
a distinctly unhappy experience last year, the 
market appears to be taking an optimistic 
view of the future—there has been some 
recovery at home and hosiery manufacturers 
have continued to do well in overseas markets 
—for at the current price of 16s. the com- 
pany’s 10s. ordinary stock units yield no more 
than 5% per cent. 
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Price, | Price, 
— | oy _ 
, a I 
Guaranteed Stocks | 1983 | oes 
War Bonds 2}% '52-54 9998 9993 
Exchequer 2}°% 1955. 98 98% 
Ser. Funding 1$% '53.| 99%) 994 
Ser. Funding 13% 54. 983 983 
Ser. Funding 3% ’55..| 1004 1004 
| 
War Bonds 2$°, 54-56 989) 98 
Funding 23° ’52-57..| 998 | 99 
Nat. Def. 3°, '54-58..} 101 101 
War Loan 3% °55-59.| 1013 | 101} 
Savings 3°, 55-65. asf | 93% 
| 
Funding 24° °56-61..) 959 | 95 va 
Funding 3°, '59-69...1 88%) 884 
Funding 3° "66-68...) 89 | 89} 
Funding 4% °60-90...] 99) [9944 f 
Savings 3% 60-70...) 864% 864+ 
Savings 24% '64-67..| 864 86} 
Victory 4°; '20-76...|100%* 100;* 
Savings 3% °65-75...| 83% 834 
Consols 4°, (ait. 1957); 87 8 
Convs. 3}% (aft. 1961); 794 vif 
Treas. 2)%, (aft. 1975)} 584 573¢ 
Treas. 3°, (aft. 1966) 694 | 694 
Treas. 34% '77-80....| 88% | 89 
Redemption 3%, '86-96, 77g | 76%* 
WarLoan3}%aft.1952) 78% 78% 
Consols 2% ........ 594 59% 
Br..Elec. 3%, °68-73...| 853 844° 
Br. Elec. 3% '74-77.. 834") 854° 
Br. Elec. 44% '74-79..] 99.4%) 99}* 
Br. Elec. 34% "76-79 94; 94 
Br. Trans. 3°%% '78-88.) 78 78% 
Br. Trans. 3% '68-73.} 85 844° 
Br. Trans. 4% '72-77.1 964/96 % 
Br. Gas 3% '90-95... 78 18% 
Br. Gas 34%, 69-71. . 924°] 924° 
Br. 1. & S. 34% °79-811 883 | 88% 


(e) To earliest date 


(s) Assumed average life 13 years appr 

Last Two ee = Price, 

Dividends y IFeb 18,\ Ket 
me , rit Stocks 1953 | 
ta) (0) fe} ee 

of oy i 

/y ° 

40 b| 20 a\Angio-Am. 10/-. 





6 
5 a Angio-Iran {1.. 5 


25 ' 
12$6|  ThalAssoc. Elec. £1.| 78/9 
20 6} = Tha Assoc. P.Cem. £1)105/- 
10 a} 33 biBass {1 ....... |128/9 
20 c} -10 a\Boots 5/-......| 21/3 
84d 3 a/Brad. Dyers £1.) 22/3 
44a| 6 }0/Br. Celanese 10/-| 23/- 
oo 174 |Br. Motor Cp. 5/-| 6/44 
12 6} «6 aj/Br. Oxygen fl. .| 53/3 
3a 3 bCan. Pac. $25..| $55) 
1hb § ajiCoats f1.......| 47/- 
645, 5 ai\Courtaulds £1..| 40/- 
1246} 2hajCunard {1.....| 38/6 
15 6} = Ta! Distillers 4/- ...] 17/6 
1T}c} 17}c\Dunlop £1-....| 50/- 
12} 15 c|Ford ee ead 56/3 
Thal 15 biGen. Elect. £1. | 45/3 
10 b 5 aiGuest Keen {1.} 55/3 
7 al 10 bdiGuinness 10/-..) 30/6 
44a| 5$0’Hawker Sid. £1.) 40/6 
l3 ¢ 5 a'imp. Chem. £1.) 47/6 
13}a. 11.8 b'Ivep. Tobacco £1) 54/9 
$2-6 c\$2-6 cilnt. Nick. n.p.. .|$78) 
lThe; 1The))"burg Con. £1.) 65/ 
5 al 10 Lancs. Cotton £1) 43/6 
Thal 10 d)Len. Brick {1..| 66/3 
65 6| 46 aiMarks &Sp.A5/-+ 54/6 
1585} §§a!Monsanto 5/-...} 23/3 
1095} 6 aiP. & O. Def. £1.) 58/6 
173 74a\P. Johnson 10/-.) 36/- 
+85 Ts c,Pradentl. ‘A’ fl) 36 
50 a) 175 b|/Rhokanafl....} 19% 
10 5} 5 aRolls Royce £1.) 63/14 
+420 b| 5 aShell” Stk. £1.) 80/7} 
A3ja} 84d|/ Tube Invest. £1) 61/3 
6 a) 20 b Tur. Newall £1./106/6 
So 5 a| Unilever £1....} 46/9 
10 | 12}c\Union Castle £1) 26/6 
5a 5 b Union Disc. £1.) 42/- 
+635 44a Utd. Molass. 10/4 31/3 
30 6} = Thai U. Sua Betong{}} 38/9 
10 6| = 2hai Vickers {1..... 48/9 
15 aj 40 b Woolworth 5/- .| 49/6 
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(f) Flat yield. 
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42 
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(a) Int. (6) Fin. (c) Diy. whole yr. (4) ) ie 
(f) Yield basis 22-9 gross. (g) Div. declared ' 


Yield basis 108%,. 
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n EXCHEQUER RETURNS 
3 r the we ended February 21, 1953, 
C ves enue was £119,859,000, against 
4 ai OTGI« : 
i Bib cory expenditure of £132,887,000 and issues 
4 dubineg . £300,000. Thus, including 
* Mine cations of £29,182,000 the 
ie plus acci since April 1, 1952, was 
. t . 
Bl 128.000 compared with a surplus of 
Si 2 590,000 the corresponding period of 
| . previous y* 
| 2h — 
an 5 j ‘ 7, Ww, 
ae Est April 1, | A 1, | Week | Week 
4 n od fo51 fos2 ended | ended 
| Me 1952-53 to | to Feb. | Feb 
Feb. 23, | Feb. 21,] 23, 21, 
ie co00 | 1952 | 1953 | 1952 | 1953 
. | 
Of Receipts into the Exchequer 
| of VENUE (£ thousand) 
i 
4 ne Tas ' 
1 i 100} 109,000 109,500 5,300 5,400 
} 9 h Duties 000} 164,600) 134,150] 3,900) 3,300 
} i 500} 55,400} 44,350] 8,000 800 
Of ts Tax & I 452.000] 287,000) 348,100] 6,500 2,500 
ae << Profits I OU eee 1,250 ‘ 250 
Ss al Cor 
3 o and 2,0 2,980' 1,800 80 
os and Revet 
| saccinssdsiiellistien nail cali tach dhcialin eaieticnanst 
a 8.725 |2046,791 |2124,585}77,733 84,968 
ll Sn hs edge recast Redcat 
Sw oms 43,500} 898,868! 925,249121,560 20,297 
5s ice 000} 703,300; 687,233] 7,300 13,970 
8! ; asian iatigachcihee Aidicioectileamitsicag 
u 4 Cust 
. cise 1815,500 28,860 34,267 
“ ior Duties 64,150 wee } 
date, lus from 12,000 oe 
lend, Net elf re 1,900) _ 
dcast Licences 15,000 ooo «* 
* Bir 26.000 | 108 
b us Vi 110,000 1,490) 516 
i pl Ord. Rex 661,37 3935,454 }109983 119859 
Bil * | 
4 169,700! 189,500} 5,300} 5,000 
4 4,900] 5,062 4297) 431) 41 
&- 510 }4116,522 |4129,251 113714/124900 
8 
| Issues out of the Exchequer 
y PENDITURE to meet payments ({ thousand) 
5 
} § & 5 
s t 00} 463,792. 528.470] 5,136) 44,063 
10 ! 
10 40,000] 33,313| 36,450 ae 
) : I 10,000} 10,452 9,966 254 
wii csrcene tees oeaceiaast 
625,000] 507,557 | 574,887] 5,136 44,317 
} # ys 22.3 43019,930 3171,257] 79,010: 88,570 
6 | Ord. Es 4340,223) | 
5 png Pur 5527,487 3746,144] 84,146 152887 
; . - 21,683 29,182 740 300 
+ micing Expd.) 4340,22313549,170 3775,326 | 84,886 133187 
) a . ee oe Ee ee ee ee 
- - : “ 209,255} 169,700 | 189,500} 3,300 5,000 
+ funds 4,900] 5,062' 4,297] 431 41 
7 eclescarecoietealiaads wae 
. $554,358 13723,932 |3969,1231 88,617: 138228 
} 7 LS StSSSSthSic 
» 9 pee creasing Exchequer balances by 
2 a _ £5,978,034, the other operations 
3 a ex increased the National Debt by 
7 498,455 to £25,945 million. 
5 6 
i. RECEIPTS ({ THOUSAND) 
1 ig \Lemporary Accommodation) Act, 1944,s.8(1) 93 
) pret a 
9 
pS ISSUES ({ THOUSAND) 
ite Ref: . “e Money) Acts, 1950 and 1952..... 1,000 
sf r . e. 
att Dene «++ + 0snsns wikia eee ee meee te 50 
ass ‘‘horities Loans Act, 1 
vid MMDCUStTY Acts, 1966 to ight Mss sssere 5800 
BI ‘e itralised Buying) Act, 1947, s. 21(1)..... ‘ 3,000 
S, 1946 and 1947: Postwar Credits... || 330 
10,380 














oon IN DEBT ({ THOUSAND) 












REcEIPTs PAYMENTS 
Treasury Bills ...... 5,389 | 2$% Def. Bonds.... 535 
Nat. Savings Certs.. 1,100 3% Def. Bonds. . 1,941 
3 Def. Bonds. ..... L170 3% Term. Annuities. 1,506 

ays and Means Tax Reserve Certs... 16,685 
Advances ........ 37,470 Other Debt 
Internal ..... is Gi 423 
45,329 21,090 
FLOATING DEBT (& mrti0N) 
Treasury Ways & Means | Treas. 
Bills Advances | De- | total 
Si oe oe posits ing 

Tender | Tap Public | = Backs | Debt 

| Depts. | iand 
Feb. 23 | 2,160-0) 2,006-9 15-0 eae 
Nov 22, 4,481-1° a 4747-2 

~ @ 4,508-7° « ee 
Dec. 6 4,567 - 5* sai | 4,820-5 
ot oe 4,616-4* ons 4,859-7 
sae 4,669- 3* ww | 4,915-8 
27 4,715-2* a 4,974-1 

4953 
Jan. 10 ' 4,636-1* ee 4,885-3 
» 17 | 3,010-0 | 1,569- oe 4,831-3 
» 24 | 2,980-0 | 1,515- ww» | 4,764-1 
on Oe 2,940- Ot 1.494: oe 4,684-8 
Feb. 7. |2,910-0¢| 1414-14] 245-0) 2. |... | 4,569°2 
» 14 | 2,890-0t' ),416- BSE 2S a aoe 4,541-2 
21 | 2,870-0 | 1,441 . ‘ 4584-1 


* In consequence of official purchases of tender bills in 
connection with cash subscriptions to the new issues of Serial 
Funding Stock, it is impossible to calculate the division 
between tap and tender bills until all the bills purchased 
have passed their original maturity date. tf Corrected 


TREASURY BILLS 






| Allotted 








} Amount ({ million) Average 
Date of | __ Rate | at 
Tender | } of | Min 
| Offered | “PPHES | anotted| Allotment | Rate 
' o 












s. 





Feb “0 | “l 

Nov. 21 | 240-0 | 333-9 | 240-0 | 47 8-22 64 
» 28} 250-0 | 328-2 | 250-0 | 47 8-24 69 

Dec. 5 | 260-0 | 332-8 | 260-0 | 47 8-38 73 
» 12 | 260-0 | 326-6 | 260-0 | 48 3-62 71 
» 19 | 260-0 | 318-8 | 260-0] 48 4-48 16 
, 24 | 230-0 | 291-0 | 230-0 | 48 4-36 69 
{953 | 

Jan. 2] 180-0 | 249-7 | 180-0 | 47 8-20 | 63 
» 9} 180-0 | 264-2 | 180-0 | 47 7-91 | 57 
» 16 | 200-0 | 293-6 | 190-0] 47 11-44 | 48 
» 23} 190-0 | 285-3 | 190-0] 47 11-47 49 
» | 190-0 | 36-3 | 190-0} 47 11-05 31 

Feb. 6 | 220-0 | 315-8 | 220-0 | 48 3:19 | 41 
» 13| 220-0 | 297-2 | 220-0] 48 7-78 | 62 
» 20} 230-0 | 321-7 | 28-0] 48 7:90 | 56 





“On February 20th applications for 91 day bills to be paid | 
from February 23 to February 28, 1953, were accepted dated | 


Tuesday to Saturday as to abeut 56 per cent at £99 7s. 10d., 
and applications at higher prices were accepted in full. Appli- 
cations dated Monday were accepted at £99 7s. 9d. and above 
in full. 
offered on February 27th. For the week ended February 28th 
the banks were not asked for Treasury deposits 


NATIONAL SAVINGS ({ rHousaND) 












SAVINGS CERTIFICATES °-— 










































































































Treasury Bills to a maximum of {230 million were | PRICES 
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BANK OF ENGLAND RETURNS 


ISSUE DEPARTMENT 
FEBRUARY 25, 195 
















NOTES ISSUED‘ Govt. Debt.... 11,015,1 
In Circulation 1464,747,486 Other Govt 
In Banking Securities ... 1485,765,46. 
Department _ 35,609,337 Other Securities 707,241 


Coin (other than 


Amount of Fid. 
Issue ....... 
Gold Coin and 
Bullion (at 
248s. per oz. 


a 


é t, 
Capital ....... 14,553,000 | Govt. Securities 377,194,439| 
WRG eivksec 3,894,890 Other Securities 19,784,519) 
Public Depts. . 54,405,913 Discounts and 
Public Accts.* 9,847,350 Advances... 7 069 645 
H.M. Treas. Securities.... 12,714,874 
Special Acct. 44,558,563 
Other Depts... 361,449,897 
Bankers..... 292,647,073 Notes. ........ 35,609.337) 
Other Accts... 68,802,824 Geek cutav ous 1,715,400 
434,303,700 434,303,700! 





* Including Exchequer, Savings Banks, Commissioners of 
National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS ( mizLion) 


Re AS 


1952 1953 


—\—— 
| Feb. 27 | Feb. 11 | Feb. 18 





ISSUE DEPT. >— 


’ 
Notes in circulation. | 1367-0 [1,456-7 | 1,459-1 | 1,464-7 
Notes in banking de- 
partment ........ 3 43-7; 41-3 35-6 
Government debt and | | 
securities® ....... 1,396-8 | 1,496-8 |1,496-8 | 1,496-8 
Other securities .... 0-7 0-7 | 0:7 0-7 
Gold and coin...... 2-9 2-9 2-9 2-9 
Valued at s. per fine on. 248/0 248/0 248/0 248 /0 
BANKING DEPT. :— 
Deposits :— 
Public Accounts .... 11-8 13-8 12-6 8-8 
Treas. Special Acct.. 0-4 44-6 44-5 44-6 
ep eae 283-0 279-1 280-4 292-6 
BS ae 83-1 69-0 69-7 68-8 
Total S. os. aen 378-3 406-5 407-3 415-8 
Securities :-— 
Government ....... 311-8 354-0 353-6 377-2 
Discounts, etc. ..... 17-7 6-1 li-1 7-1 
WE sc. eee ees 32-3 19-6 18-0 | 12-7 
BOO Si ike ee 361-8 373-7 382-7 | 397-0 
Banking dept. reserve. 4:9 45-2 42-9 37°35 
° o ° € 
| 0 ° e j ’ 
“ Proportion” ....... 9-2 il-] 10-5 8-9 


St 
* Government debt is {£11,015,100, capital £14,553,000. 
Fiduciary issue reduced from {£1,525 million to £1,500 million 


on January 14, 1953. 


“THE ECONOMIST” INDEX OF WHOLESALE 
(1927= 180) 






‘eb. 24 


‘eb. 10, 
1953 | 32953 











Cereals and meat.......... | 179-4 196-4 {| 196-7 
Cede fod os oc ievcincine 195-2 191-2 | 190-7 
Tene. fo iid cddevenaks ee | 239-3 212-8 | 218-1 
DOT OND bos ccecceces oceece 372-5 352-8 | 357-3 


Miscellaneous 188-8 






















PRONE ck id is cnascés ‘ . 
Repayments.......... 122,600 3,200 
oe mt — ——|@OLD AND SILVER 
Net Savings. .......+. 15,200 | 12,500 700 The Bank of England’s official buying price for gold was 
iene weer i —— | raised from 172s. 3d. to 248s. Od. per fine ounce on September 
DEFENCE BONDS == | 14, 1949, and the selling price to authorised dealers from 
Receipts ..-.--..++-+- 51,139 61,729 1,585 | 175s. Od. to 252s. Od. per fine ounce. Spot cash prices during 
Repayments.......... 63,718 | 70,504 1,2 | last week were as follows :— 
cna a 
ete ccvie ki mw 12,579 | 97 ai 
oe een ar aw SILVER GOLD 
P.O. AND TRUSTEE SAVINGS 1953 So ei a acapenhedimeneiiipalal oi 
ite Ne London |New York! Bombay | Bombay 
POE ois co vdcvciws 620,189 647,443 14,670 eunce|per ounce!per 100 tolas per tola 
Repayments.......... 707,340 763.457 15,256 
} | , c. 
Net Savings...... ates 87,151 116,014 | 586 | Feb. 19...... 74-00 85-25 | 
midi fetscbendsnerald ioe nite Meee 74-00 | 85-25 | Market closed 
Total Net Savings ...... 84,530 \Dr112,489 449 ee Sey Markets closed Market closed 
Interest on certs. repaid. 30,039 | 33,962 912 ie, Sea 74-00 | Closed Market closed 
Interest accrued ........ 111,734 113,975 2,542 ae DP. rao Se 74-00 | 85-25 Market closed 
Change in total invested. | — 2,835 | — 82,476] + 2,079 oe 74-00 | 85-25 Market closed 
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THE LANCASHIRE STEEL CORPORATION LIMITED 


STATEMENT BY THE CHAIRMAN, SIR JOHN JAMES 


As will be seen from the summarised profit 
statement set out below, the profits for the 
52 weeks ended September 27, 1952, were at 
a lower ai.aual rate than in 1951. As a result 
of the shortage of material, the heavy side of 
the undertaking suffered severely, and, in 
addition, a heavy loss had to be met by the 
ingot makers in this country arising from the 
difference between the high prices paid for 
a large tonnage of imported steel which was 
passed on to the consumer at the home price. 
These two factors completely wiped out any 
reasonable return on the manufacture of 
billets in the period in question. Had it not 


Reserve at September 29, 1951 


been for our high degree of integration right 
up to wire and wire goods absorbing our 
make of billets, our returns for the year under 
review might have created a false impression 
of the efficiency of the undertaking, about 
which I have no hesitation in saying that 
when reasonably loaded it can give a good 
account of itself in any of the markets of the 
world, 


After full provision for taxation, including 
amounts set aside for equalisation of taxation 
in respect of initial allowances, the income of 
the Corporation amounted to £1,183,444 


which covered more than five an 
the amount required to maint: diy; dend 
at the rates paid for several irs "Aled 
provision for these dividends, «he sum 4 
£829,017 was appropriated to general resene 
and the amount carried forward creased 5, 
£149,208. ae 


The consolidated balance ; 


1 4 half times 


P —s discloses 
a strong financial position, surplus of 
curremt assets over current vilities and 


provisions amounting to £6,244,7.9. 


At September 27, 1952, the ge: 
amounted to a total of £4 millio 


LeTal reserve 
, Fy tt 
1S [ollows: 








Cee cere etree e eee ee Enea ee eee eee eee S es EAE S HORSE ESSE E REE EEE EEO OEE SHEROOESESSEEEEEE EOS S OES OHE HERS £2,800, 0 
Provision for Loss on Trade Investments, no longer required ............c.cceseeeceecesereenenreeceeceeetececeenenens £187,108 " 
Provisions for Doubtful: Debts, no longer requited  ............0.cccscccctescovenssenscsoscencocehstesencteensiantasestenes 74,268 
Increase on Revaluation of Loose Plant and Tools, which in previous years were included in Stock at Scrap 

Value and are now shown as a separate item in the Balance Sheet at valuations made by the Companies’ 
CIE 650i sci ptactesiassiencees haslecun tabadsunbevensiviovikeyees poaiiwaiadue eh ouwniauiesckueaeaeentalien ai gdeklnetnes Seboued oovedsenens 109,607 
370,983 
Transfer from Profit and Loss Account,...............scssseeeeeseees Lesage doled Vee kpheae Ubes wide ides keveeaceradeanaee ele es 829,017 
Reserve at September 27, 1952..... Sid eis eantoaneyaebaun twas vilcsaemnsks bekenssciskewuadpacohnioen Leckeieouiedegasens ba seed tian £ 4,000,000 


Capital expenditure for the year amounts 
to £1,645,854, which includes expenditure on 
the new rod and bar mill at Warrington, and, 
at the Irlam works, on the complete renewal 
of the steam raising plant, the installation of 
a modern power plant, the building of 19 new 
coke ovens, and a new slag works, all of which 
(with the exception of the rod and bar mill, 
which is practically complete, and the new 


coke ovens, now 75 per cent complete) are 
working satisfactorily. 

I am firmly convinced that the industry 
must make every endeavour to import less 
steel by producing more pig iron and steel 
in this country. To this end the directors are 
embarking upon a programme of development 
which has the approval of the Iron and Steel 





Corporation of Great Britain, involving 
expenditure in the mext five years of £6-{6} 
million, with the object of increasing the 
present ingot capacity of the undertaking by 
70-80 per cent. When completed, this wil 
make the Corporation entirely se!{-supporting 
for its ingot supplies, and wil! enable it not 
only to meet the present afd future home 
demand but to increase its export trade 





The financial results for the 52 weeks ended September 27, 1952, compared with the 39 weeks ended September 29, 1951, based on the 
Consolidated Profit and Loss Account and Consolidated Balance Sheet, are set out below: 


Net INCOME BEFORE TAXATION, INCLUDING INVESTMENT AND OTHER INCOME, BUT AFTER DEDUCTING DEPRECIATION OF £320,000 
(39 weeks ended September 29, 1951— £240,000) 


TAXATION ON PROFIT FOR THE PERIOD, INCLUDING AMOUNTS SET ASIDE FOR EQUALISATION OF TAKATION 


BALANCE OF INCOME 
Deduct : 


AFTER TAXATION 


Allocation to General Reserve . 


Dividends paid or recommended (net) 


Profit unappropriated 


PEPER ARERR ere EEO N SESE EHR SR EOE SESE HEH EES HHS ES HUES ETE OE SESESETAESESEESEESES ESET SEEESESHSSESEES EH EEOS EE SODOOEEE ES SRS EE DOS ESbObberesenceeee 


TRADE INVESTMENTS 


CURRENT ASSETS: 
Stock and Work in Progress 


Balance with Bankers and Cash in Hand. 
Tora. Current ASssETs 


Paste CAPITAL i civitinisaniwnics 
CPOE AE, FO nah 5 Sins hgkcint vio dbbinnee 


Creditors, including Amounts due to Companies in the Iron and Steel Corporation Group, 
Provisions for Relining, Maintenance, Deferred Repairs, 
Dividends (net) 





PROFIT STATEMENT 


Allocation to Trading Stock Reserve 


SOE EEE RE OE SEE E RETR OST ERSTE TET RE EEE EHES OEE HE SEES EERE EEE EEEEEEEEEEEDEEE REESE ESS ES EEE SESE SES ERS OEE EES SES SES ESSE SSSOOSS eeeeeee 


SUMMARISED BALANCE SHEET 





INVESTMENTS IN COMPANIES WITHIN THE IRON AND STEEL CorPoRATION GrouP. 





TPS AER ONES SOO EES OSSUSOS OS HESS REDE OESEPOSESOEE GREECE ES s FeO eeeee eScesesSeseeeeeseederescbeses 





1 and accrued charges ...... 
Employees’ Pensions and Benefits and Taxation 











Ricseiessachansctipsaressshsaten wievainocnnscobedieshaiseninnds tb ductal eiibedadae wieh bee hs so ee ‘ 211,837 7st 











52 Weeks 9 Weeks 
ended “nded 
Sept. 27, Sept. 29, 
1952 1951 
& fi 
destunccevascuntes 2,348,269 2,166,049 
1,164,825 1,189,941 
1,183,444 176,108 
ciiviauceniaathine hy 25,000 
ae ‘ 829,017 400,000 
ee oe ‘i 205,219 155,118 
£149,208 £295,990 
As at As at 
Sept. 27, a | 29, 
1952 51 
x 7 * , 
9,256,392 ¥4 1,962 
si; Ceeniters aaa 3,404,590 3, 102,656 
5,851,802 4,559,300 
PETS 265,279 3,173 
gan Wiaaes i 275,500 300 
2,586,864 2,164,796 
2,645,685 2,08 5,094 
88,841 3,454 
315,920 $41,637 
324,175 
2,547,260 2,528,726 
2,773,951 2,91)4, 346 
10,958,521 10,435,228 
£17,562,939 £15 43 
5,660,676 5,001),676 
Suid bids daveuean 51,612 ae 
5,575,419 4,220,211 
Wenliswscxisiiede 11,287,707 9,938,499 
1,561,500 1,520,500 
1,966,938 1,343,019 
povuniar 2,619,169 2,462,724 
127,625 . 120,606 
a 4,713,732 3,926,349 
£17,562,939 £15,385, 348 
SS ———————e 
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country’s import trade, 
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MANCHESTER SHIP 
CANAL 


SIR LESLIE ROBERTS'S ADDRESS 


The ninety-fifth ordinary general meeting 
hester Ship Canal Company was 
February 27th, at Man- 


of the Mat 
held on Friday, 
cheste! 

Sir I > Roberts, CBE, the chairman, in 
the course of his speech, said: You will see 
that the i| net revenue for 1952 -was 
(1,066,448, compared with £835,014 in 1951 
an u se Ol £231,434. 

To the net revenue figure of £1,066,448 
there must be added £15,721 - brought for- 
ward from the previous year. £145,000 then 
has to :ppropriated for taxation and 
nust be deducted for loan and 


569,769 
debentut nterest. The balance available 
for dividends and reserve thus amounts to 
£367,400 

Of this sum £35,000 has (as in previous 
years) been appropriated to the. reserve for 
contingencies ; and it is proposed that out of 
the balance of £332,400 the following divi- 
dends amounting to £312,550 should be paid: 
S per cent on the preference shares, 3 per 
cent on the ordinary shares, and that £19,850 
should be carried forward to next year’s 
account 

Receipts from tolls, ship dues, traffic 
rentals, towage and sundry receipts exceeded 
those of the previous year by £240,000. 


Expenditure, on the other hand, increased 


by £243,000. Of this increase dredging and 
maintenance accounted for £95,000. 
As regards dredging, I told you last year 


that the 1951 cost was by far the highest 
which we had had to face. Unfortunately in 
1952 the cost was £18,000 greater, making a 


total charge against revenue of almost 
£392,000. In 1950 the comparable figure was 
{266,000 and over the ten years before that 
date, the average was under £200,000. 

I leave the Ship Canal for a moment for 


the Bridgew 
years, 


iter Canal. “We have, in recent 
steady improvements in the 
results of this department’s opera- 


financial! 


tions and | am pleased to say that 1952 was - 


no exception. A great deal has undoubtedly 
been achieved by careful reorganisation, 
energetic management and the acquisition 
of the latest types of craft and plant. 


DOCK LABOUR PROFIT 


lo rev 
of dock 


ert to the Ship Canal—the working 
labour resulted in a profit of 
£143,000, which represents about 8 per cent 
on turnover. There was also an increased 
operating surplus on the working of the com- 
pany s railways. 3 

Loan and debenture interest rose from 
£342,000 to £569,000. . This is to say we 
nad to meet an increased charge of £227,000. 
This arose in the main from the service of 
the new £5 million 4} per cent loan, but 
Partly also from the conversion into 3} per 
“cnt Cebenture stock of the Manchester Cor- 
poration’s previous holding of 34 per cent 
preference stock. 


; 1 Shall now deal with the provisions. The 
a. amount set aside out of the year’s 
revenue was £426,000. This was 400 
more than in 1951, 
The balance on these provision accounts 
at December 31, 1952, totalled £1,837,000 
compared with £1,725,000 at the end of 1951. 
I think you will agree that, for i 

is ‘ a iod 
marked by a cut of over £400 million Se the 
bur the year’ 

distinetly satisfactory, saeleinaresenes 


The report was adopted. 


SCOTTISH WIDOWS’ FUND & 


‘Bor 


LIFE ASSURANCE SOCIETY 


SOLID PROGRESS AND SOUND EXPANSION 


The hundred and thirty-ninth Stated 
Annual Meeting of the Society was held in 
the Society’s Head Office, inburgh, on 
Tuesday, February 24, 1953, Mr William 
McEwan Younger, DSO (chairman of the 
Ordinary Court of Directors), presiding. 


In moving the adoption of the report and 
accounts, which were taken as read, the 
chairman said: Before I review the results 
of the year, I would like to remind you that 
we are now in the last year of our quinquen- 
nial period—what is known as “ Bonus Year ” 
—at the end of which it is customary to make 
a distribution of surplus in the form of bonus 
additions to with-profits policies. Although 
the detailed results of the valuation of our 
assets and liabilities are published only once 
in five years, the position is investigated every 
year by our actuarial staff so that we may 
be kept informed of progress throughout the 
quinquennium and decide whether changes 
should be made in the rate of intermediate 
bonus. The working of the first four years 
of the period has been analysed, and it has 
been most satisfactory. We have had four 
years of good interest yield, of favourable 
mortality, and of low rates of expenditure in 
relation to the growing magnitude of our 
business and the general level of costs. 
Accordingly, we are satisfied that, in the 
absence of any catastrophe which would 
affect the business of life assurance as a 
whole, the forthcoming valuation will dis- 
close results for the full period of five years 
which will be gratifying to members and in 
keeping with the Society’s long and most im- 
pressive record. We have, therefore, felt 
justified in making a further increase in the 
rate of intermediate bonus to be allowed 
on claims arising during the final year of 
the quinquennium from 34s. per cent, to 
which it was raised a year ago, to 36s. 
per cent compound calculated in respect of 
each year’s premium paid since Decem- 
ber 31, 1948. 


RECORD NEW BUSINESS 


Turning now to the results of the past year, 
you will be pleased to know that, in spite 
of the more stringent financial conditions 
resulting from the policy of credit restriction 
pursued by the Government, we again, for 
the seventh successive year completed a 
record amount of new assurance business. 
The combined total of new ordinary and 
group assurances, after deducting sums 
reassured with other offices, was over £15} 
million, an increase of more than 10 per cent 
on the previous year’s figure. 


In the revenue account there is a notable 
increase in the premium income of very 
nearly £800,000 to over £6 million, a con- 
sequence of the much larger new business 
of recent years. Interest income is also 
higher, consistent with the growth of the 
fund, and it is gratifying to be able to report 
that the average gross rate of interest on the 
whole of the assurance and annuity funds was 
£5 6s. 3d. per cent, a small increase over the 

revious year. Our policy of holding a 
arger proportion of the funds in ordinary 
shares both in this country and in the USA 
has enabled us to show a higher return than 
would otherwise have been possible, and I 
am sure the results will be a source of satis- 
faction to members. 


The total income for the year exceeded 
total outgo by nearly £54 i bringing 
the assurance and annuity funds up to more 
than {60 million for the first time in our 
history. Indeed, the funds have increased by 


over 40 per cent in the past five years and 
during that period the premium revenue has 
doubled. These figures reflect the solid pro- 
gress and sound expansion of the Society's” 
business. 


INVESTMENT VALUES 


You will see that the balance sheet contains 
the customary statement that the Stock Ex- 
change securities stand below their market 
selling prices, that is, the lower of the two 
prices quoted in the official list. There was 
general depreciation over the year in the 
market values of stock exchange securities, 
and, in consequence, the margin between the 
market values of the investments and the 
values at which they appear in the balance 
sheet was less than the figure of a year ago 
but it is still considerable, and I can describe 
it as I did last year as a valuable reserve 
against future adverse movements. 


I might perhaps remind you that the use 
of market selling prices for the valuation of 
investments is a very stringent basis. It is 
more usual to employ middle market prices 
and you will be interested to know that on 
that basis the margin would be more than 
£1 million greater. 


ADVANTAGES OF WITH-PROFITS 
POLICIES 


In concluding, I would like to emphasise 
particularly the advantages of the Society’s 
with-profits policies. I am sure that in the 
long run members get better value for their 
money by taking with-profits policies than 
by effecting policies for fixed sums assured 
which do not share in the surplus, and I think 
there are few cases in which there is not 
a strong argument for the with-profits con- 
tract. It is perhaps not always sufficiently 
appreciated how rapid the growth is with a 
high rate of compound bonus. Assuming 
bonus at the uniform rate of 36s. per cent 

er annum—the rate we have just fixed for 
intermediate bonus on claims—it will be 
found that the bonus increases the sum 
assured by one-quarter after thirteen years ; 
by one-half after twenty-four years ; while 
the sum assured is doubled after forty years 
and may be multiplied by three or even more 
in the case of those who insure young and 
live to an old age. 


The directors’ report and the accounts as 
audited were adopted unanimously. 





The Economist — BY AIR 

Annual Subscription Rates 
Anglo-Egyptian Sudan : £5 5s. 
Australia : £8 5s. (sterling). 
Canada : $21.50 or £7 14s. 
East Africa : £5 5s. 
Egypt : £5 5s. 
Europe (except Poland): £4 15s. 
Gibraltar, Malta: £3 15s. 
Hongkong : £7. 
india and Ceylon : £6. 
Iran : £6. 
traq : £6. 
Japan : £9. 
Malaya : £6 I5s. 
New Zealand : £9 (sterling). 
Nigeria, Gold Coast : £5 5s. 
Pakistan : £6. - 
South America and West indies : 

£7 15s. : 

Union of South Africa : £5 10s. 
U.S.A. : $21.50 or £7 14s. 

THE ECONOMIST, 

22 RYDER STREET, LONDON, S.W.i 





608 


THE LAW DEBENTURE 
CORPORATION 


INCREASED GROSS REVENUE 


The sixty-third annual general meeting of 
The Law Debenture Corporation Limited 
was held on February 20th in London. 


Mr Robert R. J. Turner, OBE (the chair- 
man) presided and in the course of his 
speech said: As will be seen from the Direc- 
tors’ Report, Mr Bernard Campion died on 
March 10th last. He had been a director 
of the Corporation since March 9, 1928, and 
so had served it for exactly 24 years. We 
shall miss his wisdom born of experience, 
and his ever cheerful outlook on life. Stock- 
holders will join in wishing Sir George Allen 
many years’ enjoyment of the knighthood 
conferred upon him last June. 

Turning to the assets side of the balance 
sheet you will notice that our holdings of 
debenture stocks have been reduced by over 
£100,000 and holdings of preference and 
ordinary shares increased by approximately 
£130,000, this has been done as a matter of 
policy to reduce our liability to pay profits 
tax on unfranked income and will be con- 
tinued in the current year as and when 
favourable opportunities occur. We still 
have more than 50 per cent of our invest- 
ments in fixed interest securities. 


You will see from the profit and loss 
account that gross revenue has shown a 
further increase mainly as a result of in- 
creased income from investments; this 
reflects the results of the policy I have just 
mentioned, 


Our fees as trustees and registrars also 
show a slight increase, which is very satis- 
factory in view of the increasing competition 
for these trusteeships. 


The reduction in the Corporation’s liability 
to profits tax by £8,180 is due partly to the 
policy of the board, which I have already 
mentioned, and partly to the reduction of 
over one-half in the rate of this tax made in 
the last Budget. This is, of course, no real 
advantage to us as it is no longer allowed 
as a charge in calculating income tax which 
partly accounts for the increase of this charge 
by £3,109. Certain tax advantages have also 
arisen owing to the sale of investments which 
had been written down out of taxed profits 
in previous year and as these are of a non- 
recurring nature the board have increased the 
amount to be transferred to reserve by £5,000 
to £10,0°0. 


BOARD’S DIVIDEND POLICY 


Stockholders may feel that with investment 
income steadily rising each year a more 
generous dividend policy might be considered. 
In this connection, however, I would recall 
the fact that when in 1946 the capital of the 
Corporation was reorganised and the founders’ 
shares were converted into ordinary stock, 
one of the main objects of this scheme was 
to enable a general reserve to be built up. 
Since that date we have been able in a modest 
way to add regularly to that reserve which is 
our main defence for the maintenance of divi- 
dends and against any further sudden fall in 
markets, such as we have experienced during 
the past year. 

Taxation of realised profits at current rates 
bears very heavily on your Corporation, which 
makes the strengthening of such reserves 
extremely difficult; your board have this 
problem constantly in mind. 


Since the end of the year £50,000 5 per 
cent second debentures, repayable between 
1968 and 1978, have been created and placed 
privately at par with certain institutions, 

The report was adopted 


LEEK AND MOORLANDS 
BUILDING SOCIETY 


ANOTHER EXCELLENT YEAR 


The annual general meeting was held on 
February 23rd, at Leek, Staffordshire. 


Sir Ernest Johnson, JP, the president, in 
the course of his speech, said: Since our 
previous meeting, some twelve months ago, 
changed monetary conditions have occurred. 
These have had their effect on all financial 
institutions, and on industry and trade. The 
raising of the bank rate from 2 per cent to 
4 per cent could not be resisted. It was 
done in the interests of sound finance. Cer- 
tain revisions of investment and borrowing 
rates of interest had to be made. 


I am convinced that every citizen of this 
country recognises the urgent need for in- 
creased productivity. The Government must 
recognise this and restore and _ recreate 
incentives to enable full use to be made of 
ll available effort. If it fails to do so, the 
standard of living to which we are accus- 
tomed cannot’ be maintained. The challenge 
is before us. Let this Coronation year be 
our spur to greater things. 


I propose now to turn to a most important 
matter, that is, the ever-increasing need for 
greater personal savings and self-denial. It 
is essential that each and every one of us 
strive our utmost in this direction. The 
savings of the people form another vital 
factor if the future prosperity of this country 
is to be asSured. Lower taxation would help. 

Finally, what of building societies ? They 
are entrusted with £1,400 millions of the 
savings of the people. They can be relied upon 
to continue to play their part in this national 
effort. I personally am proud that the build- 
ing society : 1ovement is such an important 
factor ir the sum total of national savings. 


CHAIRMAN’S ADDRESS 


In movin 
accounts, 


the adoption of the report and 

councillor Gilbert Tatton, the 
chairman, said: Our. shareholders’ and 
depositors’ balances have increased by 
£1,723,742 and together now amount to 
£22,046,557, an all-time record. 


For the year 1952 the rate of interest 
credited on all savings by shareholders was 
at the rate of 2} per cent for the period 
January Ist to March 3lst, and 24} per cent 
for the remaining nine months. It is 
intended to continue to pay not less than 
24 per cent during 1953. Out of the 
surplus we propose that £74,000 be added 
to reserves, making a total of £981,000 and 
leaving a sum of {£841 to be carried forward. 


So we finish the year with a balance sheet 
strength of £23,201,354. 


VICE-CHAIRMAN’S REMARKS 


Seconding the motion, the vice-chairman, 
Mr F. Leslie Davenport, JP, said: It may 
be appropriate to point out that income tax 
and profits tax has taken over £213,000 of 
our income = 4s. 10d. in the £1. May the 
Chancellor keep in mind the burden he 
places on thrift by this penal taxation. 


I hope the Chancellor will keep in mind, 
too, the important part which . building 
societies play in encouraging real thrift by 
providing a safe and convenient medium for 
the investment of savings. 


I stress the point that profits tax as 
applied to building societies should be 
abolished. They are not profit - making 
organisations in the accepted sense. Build- 
ing societies are assisting the nation so 
greatly at this difficult time that they merit 
special consideration. 


The report was adopted. 
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ASSOCIATED MOTOR 
CYCLES LIMITED 


UNRIVALLED POSITION Of 
STRENGTH AND PRESTIGE 


The twenty-fourth annual gener 


al me 
of Associated Motor Cycles Limited eit 
on February 24th in London. 

Mr S. R. Hogg, DSO, MC, FCA, the 
chairman, in the course of his speech, said. 
Out of the group’s profit on the year’s work. 
ing of £528,676 the Government takes in the 
form of taxation no less than £307,29} 
equivalent to almost 60 per cent, leaving the 


company’s share available for dividends and 
reserves £221,385. Of this sum, if the direc. 
tors’ recommendations are approved, there 
will be distributed as bonus to employees 
£25,183, and as dividends to shareholders 
£33,863, leaving £162,339 ploughed back intg 
the company’s undertaking for future 
development and to strengthen the positiog 
generally. 


The total net assets of the group (assets 
less liabilities), apart from goodwill, now 
amount to £1,484,915, being over 44 time 
the company’s issued share capital. 


Many export markets are still mug 
restricted, so that we cannot at present 
achieve so high a percentage of exports 3 
was possible in previous years. 


The home market is unsettled by reason of 
the fear of a possible alteration in purchase 
tax, and is also seriously affected by the 
Government’s restrictions on the terms on 
which motor cycles may be sold on hire pur- 
chase. Nevertheless, I am able to tell you 
that up to the end of January last the tum- 
over of the parent company, and of the group 
as a whole, set a new record. 


PROPOSED NEW ACQUISITION 


Referring to a provisional agreement which 
has been entered into for the acquisition of 
the issued share capital of Norton Motos 
Limited, which carries with it its wholly 
owned subsidiary, R. T. Shelley Limited, Mr 
Hogg said: To fimance the transaction 
arrangements are in course of being made for 
a rights issue to be made to the shareholders 
of the company, on fair and favourable terms, 
of such a number of new ordinary shares, 
ranking pari passu with the present issued 
share capital, including the bonus issue to bk 
authorised today, as will, with the premium, 
produce approximately £400,000. Treasury 
consent has to be obtained for this proposed 
issue, and, also, an extraordinary general mett- 
ing of your company will be called in the m- 
mediate future authorising an increase of the 
nominal capital to £750,000 as to 3 million 
shares of 5s. each. 


Your board are of opinion that by the 
acquisition of the old established business 
Norton Motors Limited we wil! greatly 
strengthen the position of our group. 


We intend that the Norton business shall 
continue to be operated as a separate umil, 
for which reason continuity of management 
has been assured. 


In the export markets the great reputation 
which is attached to the names of Matchless, 
A.J.S. and Norton, in the field of high grade 
sporting motor cycles, and to the names 
Francis and Barnett and James, in the light 
weight motor cycle markets, will give 
group a strength and prestige whic! canne 
be matched by that of any other organisation 
in the motor cycle industry. 

The report and accounts were adopted and 
the dividend of 20 per cent for the ycar ¥® 
approved. 

At a subsequent extraordinary general 


meeting the proposed bonus issue 
sanctioned. 
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OLD COAST MAIN 
REEF LIMITED 


ceneral meeting was held on 
Major-General W. W. 
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Thy Bank of Adelaide 


vite all who have or would like 

have relationships — business or 
| vronal — with ~ Australia, 
| : complete banking service. * 





fo use tts 


Principal Offices in Australia: 
Adelaide (Head Office), Brisbane, Melbourne, 
Perth & Sydney. 


LONDON OFFICE: 
11, LEADENHALL STREET, E.C.3 


orporated in 1863 in South Australia with limited liability 






NOTICE IS HEREBY GIVEN that the Board of Directors have 
today recommended a Final Dividend (No. 113) on the issued Capital 
of the Corporation at the rate of 1s. per Unit of Stock, less Income 
Tax at 9s. 6d in the £. This Dividend, which is in respect of the 
year ended September 30,.1952, to be payable on and after May 7, 
1953, to all Sto ickholders on the Registers on March 6, 1953. 

THE TRANSFER BOOKS WILL BE CLOSED from March 7, 1953, | 
to March 1 “1953 both dates inclusive, for the preparation of Dividend | 


By Order of the Board, 
E. W. MORGAN, Secretary. 


_ASHANTI GOLDFIELDS CORPORATION LIMITED | 
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NATIONAL BANK OF INDIA LIMITED | 
NOTICE IS HEREBY GIVEN that the Transfer Books of the Bank | 
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On the 13th level, Bondaye, reef was fully 
proved for 182 ft averaging 10.72 dwts per 
ton over a width of 59.5-in and, on the 14th 
level, 365 ft averaged 11.03 dwts over 43.4 in. 


On the llth level, Tuappim, 85 ft averaged 


10.06 dwts over 53.9 in, and the same ore 
body on the 12th level gave 165 ft at 10.92 


The Ekotokroo section gave, on the 3rd 
240 ft at 11.08 dwts over 49.2 in; 
on the Sth level, 85 ft at 10.58 dwts over 
15.2 in; and, on the 9th level, 145 ft at 


The ore reserves at June 30, 1952, totalled 





Hi 


405,070 .tons, averaging 8.65 duis over a 


width of 67.2 in. 

Commencing May 1, 1952, geld producers 
in the Gold Coast lony were authorised to 
sell the whole output on the “ free” market. 
Previously, only 40 per cent of production 
was saleable in this way. The concession 
was both welcome and timely, and has 
accounted for a not inconsiderable propor- 
tion of our subsequent profits. 

‘The financial position 1s satisfactory and 
interim dividends aggregating 74 per cent, 
less income tax, have been declared in respect 
of the current financial year. 


The report and accounts were adopted. 





THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 
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BIBIANI (1927) LIMITED 


NOTICE IS HEREBY GIVEN that the Board of Directors have 
today recommended a Final Dividend (No, 31) on the Issued Capital 
of the Company at the rate of 4.84. per Unit of Steck, less Income 
Tax at 9s. 6d. in the £. This Dividend, which is in respect of the 
year ended September 30, 1952, to be payable on and after May 7, 
1953, to all Stockholders on the Registers on March 6, 1953. 

THE TRANSFER BOOKS WILL BE CLOSED from March 7, 1953 
to March 14, 1953, both dates inclusive, for the preparation of Dividend 


Lists, 
By Order of the Board 
E. W. MORGAN, Secretary. 
Ragittaned Address: 


0 Old 1988. London, E.C.2. 
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‘UNIVERSITY OF ABERDEEN 
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(Public and Private) and (eventually) Comparative Law. 
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obtained) not later than March 9, 1953. 

The University, Aberdeen. W. S. ANGUS, Secretary. 
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Fine late Georgian House of 19 rooms and 3 bathrooms in superb 
structural and decorative condition. Gas operated central heating and 
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self- Ney flats.—Enquiries from principals to Box 191. Price 
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OUR FARMS CAN 
PRODUCE MORE— 
WITH THE RIGHT 





MACHINERY 





In 1913, basic crop production in Britain was 7 tons 
per man per year. By 1950, with increased mech- 
anisation this output had risen to 26 tons—in spite of 
shorter working hours; Milk production had doubled— 
due im no small way'to'the replacement of 1,000,000 
horses by tractors, allowing 2,000,000 cows to be 
added to our dairy herds. 

Financially, the benefits of mechanisation are no 
less marked. An analysis of 300 farm accounts by 
Reading University showed that a machinery invest- 
ment of £3.10.0. per acre produced an output of 
£13.11.0, per acre and an output per man-year of 
£555. With an investment in machinery of {£6.10.0. 
per acre, outputs rose to £18.13.0. per acre and £743 
per man-year. From the national point of view, the 
replacement of 70,000 horses by tractors between 
1949 and 1950 alone produced an extra {4,200,000 
worth of food a year. 





Remarkable as this evidence is, more can still be 
done—and must be done, if we are to solve our 
national problems. Although most of the farms of 
this country are mechanised to a certain degree, too 
many are uneconomically equipped with heavy, 
costly machinery whose running costs eat away at any 
savings of time and labour: Horses still feed off too 
much land which could be turned over to dairy 
produce. And the small farms need profitable 
mechanisation urgently, for they cannot afford to 
lose acreage for the upkeep of horses or to pay out 
large sums in wages. 

The land is there—mnillions of acres which can be 
brought into cultivation and millions more which 
can be more profitably farmed. Choice of the right 
machinery to do the job will help to produce from it 
the cheaper food which is the basis of a sound 
economy. Harry Ferguson Ltd. 





GROW MORE FOOD IN BRITAIN 


Ferguson tractors are manufactured for Harry Ferguson renin sles ae laa 4 
Ltd., Coventry, by The Standard Motor Company Ltd. 








